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Diversification... 





Diversification is a continuing program 
at American Cyanamid. 

The Company, founded in 1907, started 
life with one product—calcium cyanamide 
(Cyanamid) for fertilizer, and one aim— 
to enrich the earth. 

From this one product has come a seem- 
ingly inexhaustible supply of new and 
interesting chemical compounds that are 
not only enriching the earth but nurturing 
industries and contributing to the ad- 
vancement of human living. 

Today, because of research, product 
development and expansion, American 


Cyanamid Company is a major producer 
not only of fertilizers, insecticides, weed 
killers and other agricultural chemicals, 
but also of heavy chemicals, plastics and 
resins, dyes and pigments, explosives and 
mining chemicals, cracking catalysts and 
motor oil additives, pharmaceuticals, bio- 
logicals and antibiotics; and hundreds of 
chemical materials that are essential in 
the production of rubber, paper, textiles, 
metals, leather, and many other basic 
products. 

This program of diversification is one of 
the factors that has made Cyanamid an 
outstanding leader in the chemical field. 
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DIVIDEND NOTICE 


| The Board of Directors has de 
clared a quarterly dividend of 
50c per share on the outstand- 
ing Common Stock, payable on 
March 3, 1952, to stockholders of 
record on February 11, 1952. 
The transfer books will not close. 


THOS. A. CLARK 
December 27, 1951. 


Treasurer 














JOHN MORRELL & CO, 
DIVIDEND NO. 90 


A dividend of Twelve 
and One-Half Cents 
(30.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid Jan. 30, 1952, to stock- 
holders of record Jan. 10, 1952, as 
shown on the books of the Company. 


Ottumwa, lowa George A. Morrell, V.P. & Treas. 























361 





362 





T. turn of a year al- 


ways invites reflection, 
and reflection is good for 
perspective — today more 
than ever needed for 
proper appraisal of what 
lies ahead. It means look- 
ing back as well as look- 
ing forward, for without 
proper understanding of 
what has happened, we 
cannot correctly evaluate 
the significance of events 
to come. 

Looking back, we find— 
much as we did a year 
ago, that the last war des- 
pite great destruction and 
sacrifice has left no for- 
mula for peaceful living in the world, and that the path of collective security is still a difficult and 
thorny one. It is a fact, the consequences of which have deeply affected our lives and the nation’s 
economy, and will continue to do so in the months ahead. It has deepened our conviction that our 
future is likely to be shaped by a number of powerful factors over which we have little if any con- 
trol. But it has also spurred us to new and great efforts to meet and overcome whatever danger the 
future may hold in store for us. 

Above all, there has been progress in building up our own strength, military and economic. 
While we have been doing this, we have been enjoying a substantial measure of prosperity and 
will likely continue to do so, although the political, social and economic implications of rearma- 
ment and the complicated world situation are bound to be felt increasingly—in terms of instabil- 
ity and maladjustments, controls and restraints, heavy tax burdens and in many other ways. This 
prospect that may well introduce massive new elements of uncertainty into our lives and our 
economic calculations. Yet such is the strength of our nation, that we can look to the future with 
confidence. 

For while there will be worries, there will also be plenty of good things. Foremost of all, as 
our strength grows, the danger of total war will lessen. Though real peace may remain an elusive 
goal, the threat of engulfing war already seems to have receded somewhat, the first tangible result 
of our efforts to rebuild our military muscles and lead the world in opposition to the forces of 
evil. 

Second, we know that American production and the American free enterprise system can 
give our people a high standard of living despite the strains of rearming and the drive for long 
range preparedness. There will be no need for austerity. There will be plenty of jobs at good 
wages. Most goods will be abundant. 

In spite of this, we should never cease judging our national effort not only by how well we 
succeed against an external threat but equally important, by how well we are guarding our basic 
liberties at home whose loss, after all, would make rearmament in vain. For what would it profit 
us if we defeat aggressive world communism and in the process succumb ourselves to socialistic 
doctrine? It would indeed be a hollow victory. While the means of foreign policy may be power, 
the end must be the preservation of liberty. We feel this is a good thought to carry with us into 
the new year. 

It goes without saying that the state of world affairs and the moves that are being under- 
taken to bring this battered globe back to political and economic sanity and equilibrium have 
profound meaning to everyone, and not the least to the investor. He can hardly afford to await 
with complacency the course of developments. Rather he must be on the alert in recognizing their 
significance in advance. 
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Being fully aware of the investor's position and his needs, it occurs to us that the start of a 
new year is also a good time to restate our aims and objectives. As in the past, THE MAGAZINE 
OF WALL STREET stands ready to furnish its readers the type of practical investment and business 
guidance which is indispensable for optimum investment results. 1952 will bring the answer to 
many a question currently asked by business men and investors. We shall try to guide and inform 
our readers so that they shall be able to cope with these answers realistically and successfully. 


As editors of THE MAGAZINE OF WALL STREET, we rededicate ourselves to the task of keep- 
ing you constantly and reliably informed about trends and events as they are likely to interest 
and affect you as an investor and as a business man. Such an undertaking covers a wide area. 
You will therefore appreciate our concise, yet comprehensive studies which are written and 
edited for you—to save you time, to inform you, and to aid you in formulating and executing your 
investment and business policies. We shall, above all, endeavor to provide you with the best 
investment service you can possibly obtain, and to that end bring you numerous supplementary 
services essential in gauging the trend of markets and securities values. 


As an investor, you will find of utmost value and convenience the continuity of our invest- 
ment service that keeps you constantly informed about the stock market, its trends and under- 
currents, the forces at work. It also gives you sound and reliable advice as to the proper timing 
of your investment moves, and helps you make the most of the security selections constantly pre- 


sented in THE MAGAZINE OF WALL STREET after painstaking analysis. 


You will find our selections of particular value in the year ahead when greater selectivity than 
ever will be the watchword, when utmost discrimination will be the prime necessity in choosing 
investments that will do well in an environment of changes and cross currents, of incisive shifts 
in production and markets. 


In short, we offer you sound selection with proper timing, and unbiased judgment based on 
44 years of experience in the investment field during which we have served our readers success- 
fully and profitably in boom and depression, in war and peace. It is this high standard of service 
that should make THE MAGAZINE OF WALL STREET invaluable to you during the year ahead, a 
year doubtless full of vital developments with profound impacts on markets and investments. 1952, 
we arte certain, will be a year of decision in the fullest sense of the word. It may be a year of crisis 
when sound and expert guidance will be even more essential. 


Effectively supplementing our investment service, our BUSINESS ANALYST will keep you 
informed of the basic business forces that may shape tomorrow's markets. In every issue we shall 
keep you posted on what goes on in trade and industry, in money and commodity markets, uncov- 
ering and analysing trends in the making long before they find reflection in the conventional indi- 
cators of the nation’s economic life. In view of the constant and incisive shifts looming ahead on 
the industrial horizon, the business man no less than the investor will find these timely and realistic 
interpretations particularly valuable. 

In addition, our ECONOMIC SERVICES study and weigh broad economic trends, their signifi 
cance and implications in terms of business and market potentials. They will keep you abreast of 
the progress and ramifications of our growing arms production, and at frequent intervals offer con- 
cise summaries of the general economic outlook along with interpretative articles bearing on specific 
subjects of timely interest including outstanding developments abroad. 

Finally our WASHINGTON LETTER keeps you informed—often ahead of the actual news—of 
developments and currents in the national capital in the field of political, economic and foreign 
affairs. It goes behind the scenes, unearthing trends of thoughts that are likely to develop into action 
in the future. It will continue to probe deeply to keep you ahead of events. 


All in all, THE MAGAZINE OF WALL STREET 
stands ready, in the new year as in the past, to serve 
you more fully and better than ever in one of his- 
tory’s most trying periods, a period in which being 
well informed is not only a duty but a paramount ~ 
necessity. After all, stock markets are not local 
affairs; they reflect many conditions. Hence it is the a 
investor's lot these days that more than ever he must Pf 
actively concern himself with many trends, both ” 5 
national and international, if he wants to avoid dis- 
appointments and make the most of the opportuni- 
ties that always exist. It is our endeavor to offer you 
the most practical help and guidance in this direction. 
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A Million Dividend Checks 





The American Telephone and 
Telegraph Company will mail its 
quarterly dividend checks the fif- 
teenth of January to more than a 
million stockholders. 


These are the people who own the 
wires, cables, switchboards, buildings 
and equipment that make your Bell 
telephone service possible. They are 
people in all walks of life, in every 
part of the country, who have invested 
their savings in the telephone business. 

Since World War II the Bell 


System has spent more than six bil- 
lion dollars to improve and extend 


the service. There are nearly fifteen 
million more telephones than six years 
ago. You can talk to more people — 
in more places — more quickly. 

In these critical times, it is fortu- 
nate that the telephone industry could 
obtain the money needed to improve 
and extend the communication system 
which is so important to the armed 
forces, civil defense, office, factory 
and home. 


The cost of providing telephone 
service is much higher than it was six 
years ago. Everyone knows how much 
wages, materials and taxes have gone 


up. But telephone rates haven't kept 
up with these increases in cost. 


Your telephone company must 
charge enough for its service so that 
the rising cost of wages, taxes and 
materials can be met. 

The public agencies that control 
telephone rates have over the years 
recognized this need for a financially 
strong telephone company able to per- 
form its service well. It is essential 
that the company attract the investors 
whose money is required to keep on 
giving this country the best telephone 
service in the world. 
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The Trend of Events 


WHERE IS THE LOGIC?... We are officially told that 
during the year ended June 30, the Federal Govern- 
ment expended a record amount trying to peg farm 
prices. A cool $346 million were lost under programs 
which require the Government to buy up farm prod- 
ucts and sell them at varying percentages of “parity.” 
The irrationality of our farm policy has long been 
plain even to thinking farmers, but it has never 
been brought out more strikingly than today. For 
this money was spent, and lost, at a time when the 
country is contending with overwhelming taxation. 
What’s more, it has been paid out for the purpose 
of keeping prices high at a time when the cost-of- 
living has already gone sky-high, when many famil- 
ies find it difficult to meet their food bills, and when 
inflation remains an ever-present domestic peril. 
The cost of living index is derived in large meas- 
ure from food costs, and as the index has been 
steadily pushed upward, all the mechanisms for 
raising wages have been called into play. Escalator 
clauses based on living costs are constantly adding 
to wage costs and fomenting new inflationary 
pressures. What it actually amounts to is official 
sponsorship of inflation at a time when a multitude 


gerous, the only major alternative proposed to date 
has been the ill-famed Brannan plan which would 
maintain the same high prices and possibly even 
raise them, only at greater costs to the taxpayer- 
consumer and with heavier invasion of personal 
freedoms. 

What’s needed is not any kind of a specific plan, 
and least of all the Brannan plan, but a radical 
change of emphasis in our farm policy. Worst needed 
is the absolute departure from the political approach. 
And we certainly can do without a farm policy 
conceived as a strictly economic gadget. What we 
need is a practical policy that considers the interests 
of all, not just of the farmers alone, but also of 
the consumers and taxpayers. There should be no 
room for purely political interests. 

The idea of farm supports was conceived as a 
means of protecting the farmer against the worst 
effects of market fluctuations over which he has no 
control. But they have been developed as a means 
of guaranteeing the farmer’s income, a privilege 
no other segment of the population enjoys. While 
this continues, there can be little hope for sound 
economy in the national policy. Nor can the fight 





of controls and costly Govern- 
ment agencies are struggling 
in other sections of the econ- 
omy to hold prices and wages 


We recommend to the attention of our 
readers the analytical discussion of busi- 


against inflation be waged 
with greatest effectiveness. 
While it continues, the Agri- 
culture Department and the 


steady. 

The absence of logic is de- 
plorable. Adding insult to in- 
jury, we note that there is con- 
tinued pressure towards still 
higher farm parities. And 
while removing farm price 
supports now would be dan- 





ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








Price Controller work at cross 
purposes. Why don’t they pull 
together? 


RECORD POOL OF SKILLED 
WORKERS . . Engaged as 
we are in a great and vital 
production effort, it is good to 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: : 1907 — “Over Forty-four Years of Service’ — 1952 








JANUARY 12, 1952 


365 








Know that the nation today has a greater pool of 
workers with specialized skills and training than 
ever before, both in actual numbers and their pro- 
portion to the total working force. ; 

The number of workers with such qualifications 
aggregated more than 26 million last October, 
equivalent to over 42% of everybody then employed. 
Both figures exceed those prevailing in April 1945, 
at the height of the World War II production effort, 
when skilled and semi-skilled workers aggregated 
just above 22 million or about 41% of the total 1945 
working force. The equivalent number of such work- 
ers in 1940 was somewhat over 17 million or 37% 
of the working force. 

This marked increase in the skills of our workers 
is a fundamental factor in the nation’s ability to 
meet the challenge of the times, making it possible 
to achieve the production goals of the rearmament 
effort and at the same time to supply the essential 
needs of the civilian economy. Without it, we might 
well face a far more difficult situation than we are 
likely to have to cope with. 

The biggest single block of trained workers comes 
under the classification of operatives and kindred 
workers, the semi-skilled workers of industry and a 
key element in our mass production system. Their 
number totalled 1214 million last October, an in- 
crease of nearly half a million over the 1945 figure 
and some four million more than in 1940. 

An even more significant rise has occurred in the 
number of skilled workers—the professions and the 
crafts. Their number exceeded five million last Octo- 
ber as against 314 million in 1945 and about 314 
million in 1940. The great postwar increase in col- 
lege enrollment and in apprentice training has been 
a big factor in this rise. 

The number of craftsman, foremen and kindred 
workers aggregated over 814 million in October 
compared with some 634, million in 1945 and around 
five million in 1940. 

It is improbable that any other country can match 
or surpass this record which in no small manner 
has enabled us to achieve past and present produc- 
tion miracles, and has been responsible for our 
great industrial strength. It is a record, however, 
that would have been impossible without the active 
and far-sighted cooperation of American industry 
itself, for only such cooperation has made it possible 
to train and employ our ever-growing working force. 
Things like that do not just happen. Without billions 
invested in new industrial facilities, without en- 
lightened training programs and progressive wage 
policies, without a forward looking sense of enter- 
prise, such growth could not have occurred. Indus- 
try’s part in providing employment and opportuni- 
ties for a constantly swelling army of skilled pro- 
ductive workers should receive the recognition it 
deserves. 


STOCKS VS. BOND YIELDS... A significant develop- 
ment in the gradual increase of bond yields occa- 
sioned by stiffening money rates—a situation dis- 
cussed at length in a special article in this issue—is 
the narrowing size of the difference between stock 
and bond yields. This is of particular imvortance to 
investors since any substantial narrowing of the 
spread between the yields of these two groups has 


the effect of lessening the attractiveness of equities 
to that class of investors interested in income and 
safety of capital rather than capital appreciation. 

At present, the average yield on high-grade bonds 
is about 3.25% and the yield on common stock about 
5.75%, with high-grade stocks yielding less. Before 
the peg on government bonds was removed, with its 
consequent break in the general bond market, yields 
on high-grade bonds averaged about 2.75% and 
that on stocks 6.25%. From these figures, it is 
apparent that yields on stocks have become rela- 
tively less attractive in comparison with those on 
bonds. 

It might thus be argued that stocks are at a dis- 
advantage under present money rate conditions. 
However, there are two factors which tend to dimin- 
ish the significance of the comparative yields. One 
is that the yield on stocks is still considerably higher 
than in normal times. At present, the spread between 
bond and stock yields is about 2.50% but on past 
occasions, as for instance at the peaks of the 1937 
and 1946 bull markets, the spread was much smaller, 
getting down to less than 1%. In other words, the 
narrowing difference between bond and stock yields 
during those active markets did not in itself cause 
any contraction in the public interest in equities. 

The second is that as long as inflation remains a 
threat many investors seeking to preserve the value 
of their capital on a long-range basis, will prefer 
common stocks not so much for the sake of capital 
appreciation, though this remains a motive for many, 
but rather as insurance against dilution in the real 
value of their investments. 

It is probably true that if eventually there is any 
important decline in the price of common stocks, 
it will not be because bond yields have become rela- 
tively more attractive, but rather because earnings, 
after taxes, no longer support a high dividend rate. 
Though the difficulties facing corporations are many, 
it does not seem that this stage has been reached yet, 
nor is it likely to be as long as over-all business 
activity continues on so large a scale as the present. 
As in the past, the chief basis for evaluating common 
stocks rests only not on vields but on earning power, 
present and prospective. 


MODERN TECHNIQUES IN FARM OUTPUT... The 1950 
Census proved that several striking developments 
have been taking place in the direction of population 
growth, with the rural population increasing at a far 
smaller pace than city and particularly suburban 
populations. With fewer people on the farms, in rela- 
tion to the total population, farm output has never- 
theless increased substantially. Otherwise it would 
have been difficult to feed the additional 18 million 
mouths in the United States, let alone millions of 
half-starved people in various parts of the world 
whom we have been keeping alive through heavy 
food shipments abroad. 

Absorption of small and medium-sized farms into 
large holdings, which is a long-term trend in Amer- 
ican agriculture, has been partly the cause and 
partly the result of intensive mechanization, with 
specialized equipment in demand as a means of con- 
trolling production costs. Newer types of tractors 
and power-driven equipment have almost completely 
superseded the older (Please turn to page 429) 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: : 1907 — “Over Forty-four Years of Service” — 1952 








366 


THE MAGAZINE OF WALL STREET 


ities 
and 
n. 

onds 
bout 
‘fore 
h its 
ields 
and 
it is 
rela- 
e on 


dis- 
ions. 
min- 
One 
gher 
ween 
past 
1937 
aller, 
, the 
jelds 
ause 
ities. 
ins a 
value 
refer 
pital 
any, 
real 


3 any 
ocks, 
rela- 
ings, 
rate. 
nany, 
1 yet, 
iness 
ssent. 
nmon 
ower, 


1950 
nents 
lation 
a far 
irban 
-rela- 
lever- 
would 
illion 
ns of 
world 
heavy 


s into 
\mer- 
. and 

with 
f con- 
actors 
letely 
429) 


a 


1952 


ee 





REET 


As J Seo Jt! 


By CHARLES BENEDICT 


THEY ERR IN WISDOM—AND STUMBLE IN JUDGMENT.—Isaiah 


W rat Isaiah said of the rulers of his time, 
just as truly describes the leadership in our country 
today, which must be changed if it is to be improved. 

Since 1945 the United States has pursued a con- 
fused and bewildered course which cost us the deci- 
sive position we occupied during the war. As a result 
we greatly weakened our hold and lost the peace. 

Then the United Na- 
tions—designed to safe- 
guard the peace of the 


““WANTED: A GOOD SOUND HORSE” 


us at a later date—maybe at a less favorable moment. 

Our conduct during the negotiations for a Korean 
armistice has been unbelievably without realism— 
fantastic, in fact. For, although we do not recognize 
the Chinese Reds, and ostensibly are not at war with 
them, we are nevertheless accepting them as spokes- 
men for the million or so of so-called “volunteers”— 
thereby actually giving 
the Red Chinese gov- 
ernment the opportun- 





world, and of which we 
were the architects, — 
was permitted to be- 
come a platform for 
Russian propaganda al- 
though we footed the 
bills. And our policy— 
weak and vacillating— 
now makes it possible 
for the various nations 
down to the smallest, to 
challenge our activities 
while Russia has re- 
tained the power of 
decision. 

Financially too,—the 
pulling and hauling by 
the individual coun- 
tries has involved us in 
unwise and emotional 
expenditures abroad,so 
unrealistic in character 
as to drain us of our re- 
sources to a dangerous 
degree. It is clear that 
only by a logical ap- 
proach and the use of 
common sense can we 
solve our problems. 

Altogether it is self- 
evident that the course 
we have pursued thus 
far is the wrong one, 
for it has brought us 
only the lukewarm 





ity for decisive power 
in that area. 

At the same time, 
while fighting a United 
Nations war, with 
token assistance only 
from most countries, 
we have permitted the 
fears and special in- 
terests of individual 
nations to hamper and 
disorganize our action 
and activities, making 
us look futile and ridic- 
ulous before the world, 
with the United Na- 
tions hanging on to our 
coat tails, while Russia 
pulls the strings that 
motivate the Commun- 
ist front there. How 
much longer can we 
continue such a farce? 
To do so would so en- 
danger our position as 
to invite assault by the 
Russians. 

Nor can we squander 
our substance either at 
home or abroad as we 
have been doing, when 
you consider, for ex- 
ample, that it costs $90 
million to outfit an in- 











friendship of our 
former allies and the 
mockery of our enemies. We must change our tactics 
considerably to win back respect from both sides. 
You cannot buy friendship any more than you can 
win victories by appeasement, either in diplomacy or 
on the battlefield. At all times we must be as fair to 
ourselves as we are to the other fellow. We are both 
entitled to a.square deal. 
And yet we continue to rely on appeasement in all 
categories,—knowing full well that it is only an ex- 
pedient, the consequences of which will rise to plague 
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fantry division today 
compared with $19 mil- 
lion in 1945. 

It must be clear that a reexamination of our ex- 
penditures is in order—that our entire price structure 
must be cleansed of artificial inflationary influences 
to produce greater buying power for the dollar at 
home, that we must put an end to the unrealistic 
aspects in our policy of economic and military aid to 
the whole world, merely on the basis of hoping for the 
best. In this way we can depend on ourselves in crises, 
for when and if the time comes, how certain are we 
that our friends will be (Please turn to page 430) 


Carlisle in the Des Moines Register 
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Even Greater Selectivity Ahead 


Stock prices rose moderately, on average. over the last fortnight, taking utilities to a new 
high, leaving the industrial and rail lists in the trading range marked out since mid- 
October. We look for moderate general price swings, pronounced selectivity. Exhaustion of 
early-January reinvestment demand may limit the general short-term potential. 


By A. T. MILLER 


I n a continuing mixed market, with trading 
volume moderate, more individual stocks advanced 
than declined during the fortnight since our last pre- 
vious analysis was written, resulting in appreciable 
net gains by the daily industrial, rail and utility aver- 
ages, as well as by our broad weekly index. This left 
the general run of industrial and rail stocks within 
the moderate trading range maintained since mid- 
October. So far as the three major groups are con- 
cerned, further strength in ultilities, which have been 
edging up persistently for some time, has been one 
of the chief features of the market. 

It has sufficed to put this group of stocks above its 
1946 bull-market high, after a long lag; as well as to 
a new high for its 1949-1952 advance. The reasons 


behind the utility performance are by no means ob- 
scure. The electric power industry is among the 
minority likely to enjoy some gain in 1952 earning 
power as a result of rising gross revenue and a rela- 
tively advantageous tax status—advantageous be- 
cause it has special relief from the excess profits tax 
and because repeal of the Federal excise tax on its 
residential and commercial sales of electricity, effec- 
tive last November 1, is calculated to offset roughly 
two-thirds of the impact of the boost in the regular 
corporate tax rate. Dividend yields, like the perform- 
ance of these stocks, are considerably more uniform 
than in other groups; they still average a fairly 
attractive 5.5% or so, and, of course, are among the 
most secure to be found in the market. 


Pace Of General Upswing Slackened 
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The industrial list has now made up 
about 70% of the last intermediate de- 
cline, running into late November, and 
at this writing stands less than 2.5% 
under its major 1951 high. However, at 
the November low it was only 7% under 
that high. Year-end seasonal influences 
and early-January reinvestment demand 
have contributed to the past fortnight’s 
moderate improvement in prices, with 
tax selling out of the way with the turn 
of the year. Even so, about three- 
quarters of the total recovery to date had 
been recorded in two weeks of rally by 
the end of the first week of December, 
only one-quarter of it in the subsequent 
four weeks. This slackened pace does not 
necessarily preclude a test of the supply 
level indicated by the September-October 
double top for the industrial section, but 
makes a successful nearby test open to 
more question, especially since purely 
seasonal reinvestment demand is usually 
exhausted by or before mid-January. 

To the extent that any over-all pattern 
emerges from the behavior of the market 
—a market which is more than ever be- 
fore “a market of stocks’”—there has for 
some time been no decisive change there- 
in. The pace of the general advance was 
faster in the second half of 1949 than in 
1950, and faster in 1950 than in 1951. Of 
course, lessening momentum, measured 
by smaller percentage gains in composite 
stock prices on fresh phases of advance, 
is the usual thing in a major upward 
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trend. It may be suggestive 
of a rounding top, although 
only passing time can make 
this matter conclusive. The 
picture would not necessar- 
ily be decisively changed 
should the industrial or rail 
lists, or both, moderately 
better the 1951 highs. 

It would be significantly 
changed only by a resurg- 
ence of bull-market dynam- 
ism, depending on a consid- 
erable shift in investment- 
speculative psychology for 
reasons presently unforesee- 
able in the absence of dy- 
namic tendencies either way 
in over-all production, in 
commodity prices or in 
earnings and dividends of 
most corporations, and un- 
der the continuing influence 
of a number of uncertain- 
ties. The latter include the 
soon to be revealed Federal 
budget for the next fiscal 
year, this year’s political 
choices, the actual pace of 
the arms build-up as dis- 
tinct from official projec- 
tions which have been re- 
vised heretofore, the now 
chronic foreign uncertain- 
ties, and the question of 
when the arms spending 
and the swollen private out- 
lays for new plant and equipment will begin to con- 
tract, with deflationary consequences. 

Among the prime foreign uncertainties is the 
obscure outlook in Korea. An armistice would hardly 
change scheduled defense spending importantly. But 
suppose there is no armistice. We doubt that an in- 
definite military stalemate is politically tolerable to 
American public opinion. If we have to try to force 
matters to some kind of conclusion, are we going to 
slog it out, hill after endless hill? Or are we going 
to take a “limited war” tc China proper? If so, who 
knows whether it could actually stay “limited”? The 
present war has gone far beyond the “police action”’ 
originally intended by President Truman, and is 
highly unpopular with our people and with the allies 
who are aiding us so little in it. 

Turning back to the market pattern, the only 
semblance of a speculative climax, as measured by 
the type of demand for stocks and trading activity, 
that we have had was seen last February, following 
little more than a two-month phase of advance. Par- 
ticularly since then, it has been an unusual market 
in many respects, partly because these are unusual 
times, partly because the market is more investment- 
dominated, and less influenced by mere speculative 
demand, than ever before. 





Old Rules Ignored 


The major highs to date for the various stock 
groups and for individual stocks have been spread 
over an unusually long period, some having been 
made in 1950, many others last February. About as 
many stock groups have lost some ground or remained 
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largely static-measuring their subsequent highs 
against those of last February—as have advanced. In 
this highly selective market, some old rules of thumb 
have gone out the window. For example, in old bull 
markets such groups as steels, rail equipments, rails 
and capital-goods issues as a whole tended to be “late 
movers” and to top out with the market, never any 
great time ahead of average stock prices. Yet in this 
instance steels, rails and rail equipments among 
others—all three obvious beneficiaries of an arma- 
ment boom—made highs last February, seven months 
ahead of the general industrial list. (Of course, it can- 
not yet be said with full assurance that their Febru- 
ary highs were final, or that the absolute high in 
composite industrial prices was seen last September). 

Yet the broad lines of selective divergence within 
the market—as between run-of-the-mill cyclical and 
speculative stocks on the one hand, growth stocks and 
good-grade income stocks on the other hand—have 
had a logical motivation. In any kind of an economic 
environment, given predominance of investment over 
speculation, the most favored stocks would naturally 
be those with investment or semi-investment appeal. 
The buyers are interested less in current dividends 
than in the prospect for longer-term, post-defense- 
period stability and/or potential earnings-dividend 
growth under more normal conditions than now 
prevail. 

It would be inaccurate to say that stocks with a 
“war-baby” tinge have been by-passed. They have 
not. Many are well up from their 1949 lows. But gen- 
eral demand for them has contracted to date, rather 
than expanded, since early 1951. Because their cur- 
rent earnings are so largely dependent on the ab- 
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normal defense stimulus—without which our postwar 
business boom no doubt would have ended some time 
ago—relatively low market valuations are put upon 
such earnings. Their current dividend yields are 
high, often as much as 8% to 10% or even more, as 
would be expected under the circumstances. 

High yields on cyclical stocks inflate the average 


yield on industrials, which is about 6%—and which 
has no more actual meaning for the investor, since 
he buys individual stocks, than has the so-called 
“average” performance of the stock market. Yields 
on the majority of good-grade income stocks range 
from around 5% to a little under 6% ; those on more 
prized growth stocks from around 2.5% to 4% or 
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so, aside from oils which average close to 5.5%. 








Variations In Results 





The special chart on this page emphasizes the 
widely varying net changes in our weekly 
stock-group indexes in 1951. The combined in- 
dex of 334 stocks was up 10%. However, the 
index of 100 High-Priced stocks rose 12%, 
compared with 7% for the index of 100 Low- 
Priced stocks. The difference is wider than it 
would seem on a superficial glance, for the gain 
of the former exceeded that of the latter by 
about 71%. This result ties in with our earlier 
observation that the 1951 stock market was 
more investment-minded than ever before. 
Moreover, this is a full-year result, whereas 
low-priced stocks generally had quite a play in 
the first six weeks or so of 1951. For the period 
since mid-February, 1951, the comparative per- 
formance of the High-Priced stock index has 
been even better than that for the year as a 
whole. 

Among the individual stock groups, the big- 
gest 1951 gain was that by the tire and rubber 
issues of 44%. The next biggest was 36% for 
the business machine stocks. The container 
group was up 31%, a result which probably 
will surprise many readers, exceeding the 
24% rise in chemicals, the 22% gain in petro- 
leum issues, and the 20% rise in paper stocks. 
Among the other largest gains were net ad- 
vances of 21% in air lines, 24% in copper and 
brass, 29% in finance-company stocks, 24% in 
radio-television stocks, 26“ in sulphur stocks, 
22% in agricultural equipment, 18% in con- 
struction, 19% in investment-trust stocks, 17% ' 
in miscellaneous metals, and 16% in public 
utilities. 









The Laggard Groups 


The stock groups which fared poorest in 
1951 as a whole, and the percentage changes, 
were: coal, down 19%; bus lines, down 12% ; 
department-store and food-store stocks, with 
both groups down 10% ; rail equipment, down 
7% ; house furnishings, meat packing and soft 
drinks, each down 6%; aircraft, down 4%; 
food brands, mail order stocks, realty, sugar 
stocks and the textile group, each down 3% ; 
liquor stocks down 2% ; and autos, dairy prod- 
ucts, and tobaccos, each down 1%. 

Gains much below average were recorded by 
auto accessories, railroads, steel and iron 
stocks, and variety-store stocks. Among the 
other groups there were gains ranging from 
a little below average to a little above average, 
with not enough divergence to be of any par- 
ticular significance. Some of these changes re- 
flect sharp shifts from earlier market atti- t 
tudes. For instance, many presumed bene- t 
ficiaries of a semi-war economy were prom- t 
inent in the post- (Please turn to page 429) ] 
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BUSINESS PATTERN 
Shaping Up for 1952 


By E. A. KRAUSS 


A, the curtain opens on 1952, we recognize 
the state of international affairs as the dominant 
single factor in the economic and business outlook. 
This is so because arms expenditures have become 
the most important dynamic element of spending in 
the economy, and the rate of such spending will be 
determined by the prospect of war and peace, of 
mounting or relaxing international tensions. Even 
the rate of private spending, by business and con- 
sumers, is similarly influenced, directly or indirectly. 

All this may sound like an unpleasant and perhaps 
tiresome truism, but it cannot hurt being reminded 
of it. After all, we cannot know with certainty 
whether we will continue our present status of half- 
war and half-peace, whether global conflict will break 
loose, or whether 1952 will bring real progress to- 
wards peace and disarmament. Any change from the 
present status would have deep repercussions and 
certainly could nullify any assumptions on which 
economic actions and planning may be predicated. It 
most certainly could play havoc with year-end pre- 
dictions. 

But having said this, one must also admit that 
the possibility of peace and disarmament in 1952 
is extremely dim. Some would call it non-existent. 
The odds are that for a considerable period to come, 
the current state of highly disturbed world condi- 
tions will continue, though short of all-out war, and 
that therefore the defense program must go ahead. 
Even a truce in Korea will hardly soften our mobil- 
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ization policies. 
The main prop 
of our some- 
what tired post- 
war boom hence 
is unlikely to be 
weakened. With- 
out it, the boom 
could hardly 
have lasted as 
long as it did. 
Some wonder 
how long it can 
last in spite of 
defense. 

The element 
of doubt cur- 
go— rently in evi- 
' dence in the face 

of a good many 

“bare” spots developing in 
the economy essentially 
finds expression in two 
conflicting views. One 
holds that the scheduled 
increase in defense spend- 
ing should more than off- 
set the downdrift in the 
civilian economy. The 
other fears that not even 
the defense effort will pull 
us out of the rather per- 
sistent decline noted for 
some months and euphem- 
istically called the “lull’’. 

There are also those who 
continue to advertise 
loudly the perils of infla- 
tion, who try to convince 
us that we are sitting ona 
powderkeg that may ex- 
plode any time. The latter is probably the least con- 
vincing view. Not only would it take some doing to 
get the consumer running a third time but it is also 
significant that the elements of business on which 
a continued upswing depends—namely industrial 
production, employment and income—are currently 
either stationary or in a declining trend. Without a 
considerable pick-up in these elements, it is difficult 
to attach much weight to extreme inflation warnings. 
It is equally difficult to see how increased defense 
production will bring severe shortages of civilian 
goods, with inventories still heavy, consumer demand 
conservative and production—though curtailed in the 
consumer goods sector—still fairly sizeable. 
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Overall Outlook Is Good 


Little wonder that businessmen, as they venture 
an advance view of 1952, don’t know which way to 
jump. The sustaining influence of rising defense 
spending is unquestioned. While such spending lasts, 
nothing like a serious recession can occur. Overall, 
the business outlook is good and will continue to be 
good throughout 1952. But specifically, there will be 
a good many cross currents and dislocations result- 
ing from mobilization impacts. There will be some 
rough sledding for businesses which cannot find their 
spot in the defense program. Others, though doing 
well saleswise, will be pinched by higher costs and 
taxes. 
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These impacts will be particularly felt during the 
first quarter when civilian production, to which 
our industrial economy is still predominantly geared, 
is likely to fall considerably below that of the fourth 
quarter of 1951. Cutbacks for the first time will be 
felt rather severely in many areas and while defense 
production will increase substantially, the volume 
will not be large enough, or spread widely enough, 
to provide an offset. 

The fact is that it will take some time until defense, 
now slowly emerging from the blueprint stage, will 
be going really full speed. It will keep activity in 
durable industries up and rising but not quite enough. 
And until the decline in non-durable goods is halted 
and reversed, the picture probably won’t change 
very much. The “villain” in the picture is the inven- 
tory pile-up after Korea plus the high rate of sav- 
ings by consumers. While this combination has been 
responsible for halting the price uptrend, it is also 
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responsible for the present “lull”, for the halt in | 
the uptrend of economic activity generally. There are | 
some signs that improvement in the non-durable 
goods field may be around the corner. For consumer 
durables, the worst is yet to, come. 

Thus not all is rosy even though the business out- 
look generally is good. Despite an increase in defense 
spending, chances are that for the year as a whole, 
there will only be a moderate rise in general busi- 
ness activity, in other words, the rate of further 
expansion from the current high plateau will be 
neither great nor rapid. It could be a slow grind. 


Some Trend Indications 


Industrial production for the year may average 
only moderately above 1951. Personal incomes should 
rise further, perhaps as much as 5%, reflecting high 
employment and rising wages. Consumption expendi- 
tures are likely to show a moderate increase but 
probably that’s about the most to be expected. One 
reason is the bigger tax bite, another the still vigor- 
ous trend towards savings. 

Capital expenditures by business, too, are slated 
for a decline, perhaps as much as 10% below last 
year’s record amount of some $25 billion. Home 
building and commercial construction unrelated to 
defense is expected to fall off. And there will hardly 
be any repetition of the inventory accumulation as 
was the case during 1951. Inventory regulations as 
well as the spottiness of commodity prices since last 
March argue against this. It could happen that busi- 
_ Bin actually begin to liquidate inventories by 
mid- ; 


After all, we now find ourselves in a surplus posi- 
tion in a wide range of consumer industries, and also 
for a growing number of raw materials. And each 
month, we continue to bring into operation new ca- 
pacity in the defense sectors. While further expan- 
sion in steel, aluminum, electric power, petroleum 
and other defense-related fields will serve as an off- 
set for possible declines in expansion of civilian soft 
goods, it is also bound to ease supply and price pres- 
sures. Continued price pressure thus does not seem 
probable for 1952. 

Prevailing trends, as 1951 drew to a close, made 
it rather clear that business in 1952 may have a 
somewhat sticky start. To what extent and how 
speedily this drag will be overcome depends largely 
on how the major components of expenditure will 
balance out, whether they can push our gross national 
product above the current plateau. And above all, 
to what extent the indicated rise in defense spending 
will compensate for declines in the private sector 
of the economy. 


Balance of Spending Components 


We have already pointed out where such declines 
are indicated—in private capital expenditures, in 
residential housing and private construction, in con- 
sumer durable goods production, while inventory 
accumulation has also come to a halt. Even our ex- 
ports, in view of the latest curbs imposed on dollar 
imports abroad, may add up to lower figures. The 
sum total of these declines, it has been estimated, 
could come as high as $15 billion or more, at an 
annual rate. 

Against this it is pointed out that defense spend- 
ing in 1952 should rise by (Please turn to page 400) 
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Balance Sheet of 


Factors At Work 





FAVORABLE FACTORS 


DEFENSE SPENDING—With the further speed-up of arms 
production, the defense effort has become the biggest factor 
in the business outlook, assuring high-level production, 
employment and purchasing power despite numerous cross- 
currents created by mobilization impacts. Actual arms out- 
lays in 1952 should climb at least as much as in 1951 when 
they reached an estimated $34 billion compared with $142 
billion in 1950; but the unknown factor is whether the 
program will be carried out as scheduled. However, huge 
funds have already been appropriated, pointing to a steady 
rise in military and foreign aid spending. This should re- 
move any doubt about general business conditions in the 
yeor ahead. 


EMPLOYMENT AND INCOME—Transitional unemployment, 
now causing some local trouble, will be gradually elimi- 
nated and expanding defense production may well create 
@ manpower pinch that should eliminate virtually all but 
minor frictional unemployment. Under these conditions, 
personal income should rise at least moderately though the 
gain in disposable income will be less because of higher 
personal tax payments. Still, total personal incomes should 
be at least 5% above last year’s, providing ample pur- 
chasing power. 


CIVILIAN SUPPLY—Goods to buy, in general, will be readily 
available. This is particularly true of soft goods where 
production is currently below capacity and important ma- 
terial restrictions are not likely. Consumer durable goods 
production will continue to be restricted by material allo- 
cations, a fact that may become increasingly important as 
current high inventories are being worked off; but no real 
shortages appear in sight. 


CONSUMER SPENDING—While plenty of spending money 
should be around, the real question is one of spending 
propensity. For some time consumers have been dragging 
their feet, preferring to save rather than spend. Their 
attitude will have an important effect on the 1952 economy. 
Should their spending rate increase appreciably, inflation- 
ary pressures may recur. If saving is maintained at a 
high rate, the current inventory adjustment period may be 
prolonged. Overall spending however should at any rate 
remain at a high level with the possibility of a 5% increase 
in retail volume. 


BUSINESS SPENDING—Outlays of private business for plant 
and equipment, which totalled about $25 billion in 1951, 
should continue high and perhaps come close to the latter 
figure, thus providing an important stimulus which could go 
far towards offsetting retarding forces elsewhere in the 
economy. Deterioration of corporate working capital, mainly 


UNFAVORABLE FACTORS 


MOBILIZATION—With the defense program swinging into 
high gear this year, 1952 may severely test the aio 
ability to step up military production and int 

able levels of civilian supply without strangling contvols 
or new inflationary perils. Moreover, new and dangerous 
tensions in the international field cannot be ruled out, 
intensifying the need to arm. Thus on future developments 
on the military and diplomatic fronts will depend the size 
and speed of the entire arms effort, the restrictions that 
will accompany it, the extent of shortages and general 
economic upsets—in short, whether we can continue a “guns 
and butter” economy or must undertake a more total effort. 
While global war is not anticipated, it is a possibility that 
cannot entirely be dismissed. 





CONTROLS—will be felt more and more all along the line, 
affecting business activity and business decisions in many 
ways. They will leave their impact on the price front via 
the ceiling laws, on the production front via material allot- 
ments and resultant cutbacks, on the wage front through 
the workings—or lack of proper effectiveness—of manda- 
tory wage controls. Generally, partial conversion to arms 
production will be attended by a certain amount of friction 
and unsettlement, and by the tightening grip of the Federal 
Government on business and industry—whether or not di- 
rectly engaged in defense work. 


TAXES—have become quite oppressive and while a further 
hike, though probably demanded by the Administration, is 
unlikely to be approved by Congress in an election year, 
neither is there any chance of lower taxes. The current 
rates, though perhaps the maximum to be expected, will 
likely remain in force a considerable period both for 
business and individuals, eroding the profits of the former 
and the purchasing power of the latter. 


INFLATION—will remain a latent threat though no active 
recurrence of inflationary pressures is indicated in nearby 
months. The budget outlook, however, points to substantial 
deficit spending later in the year and the resultant addition 
to the money supply could well spark another inflationary 
whirl. It is a possibility that makes it clear that maintenance 
of the value of the dollar, of its purchasing power, must 
remain the nation’s principal economic objective. 


LABOR DEMANDS-—instead of subsiding, continue to cast 
their shadow on the prospect of economic stability, aided 
by a paternalistic administration obviously unwilling to 
alienate labor in an election year. A sixth round of wage 
d ds has already begun and will get into full stride 





because of high taxes, plus difficulties in securing ded 
materials could have a limiting effect on spending plans 
but the total should remain high by any normal standard. 


FOREIGN TRADE—will continue at high levels with emphasis 
on the pattern of rising imports and declining exports 
(except arms exports) as foreign restrictions on USA goods 
take hold in order to overcome balance of payments diffi- 
culties. After temporary elimination last year, the ‘dollar 
gap” will continue to plague foreign trade relations. 


PRICES AND LIVING COSTS—should continue relatively 
stable, contributing importantly to general stabilization of 
the defense y- Both wholesale prices and living costs 
| should not rise more than modestly in 1952—barring total 

war—and during the first half particularly, something of a 
tug-of-war between inflationary and deflationary influences 
is indicated. 





FAIR DEAL POLICIES—are likely to have little chance despite 
the electioneering in the year ahead. This should mean 
little or no chance for extreme welfare state measures, for 
one-sided farm and labor legislation, for excessive sub- 
sidies, and less emphasis on trust-busting and the anti- 
bi paig Public indignation may even force 
greater economy in Government spending. The Fair Deal 
is not likely to flourish in a defense environment. 
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early this year, portending higher wage rates and thus 
production costs. In turn this points to higher prices, a 
profit squeeze for industry, or both, and thus militates 
against any successful tackling of the inflation problem. 


DEFLATION TRENDS—paradoxically remain in the picture 
despite the preceding listing of the inflation threat, longer 
range rather than otherwise. Deflationary forces are in- 
herent in still top-heavy inventories, in production cutbacks 
in consumer hard goods lines, in the impact on consumers 
of high taxes and living costs. Significantly, these influ- 
ences have rendered the main elements of business—pro- 
duction, employment and income—currently either station- 
ary or moderately declining. Retarding forces of this nature 
could become a significant shorter range factor despite the 
indicated long range inflationary bias in our economy. 


CORPORATE PROFITS—are tending lower, chiefly reflecting 
stiff tax rises, but also in many cases declining volume as 
controls, restrictions and consumer attitudes impede sales, 
and as rising costs pinch profit margins. On the whole, 
however, and despite this downtrend, corporate earnings 
in the aggregate will remain fairly high though sharp 
cross-currents must be anticipated. 




















373 








Which Industries 
Offer Best Prospects 


For 1952? 


By GEORGE W. MATHIS 
PART I 


Win the 


defense pro- 
gram entering 
its major phase 
in 1952, it is 
but natural 
that the shape 
of our economy 
in the year 
ahead, the 
varying im- 
pacts of the 
progressive in- 
fluences of the 
arms drive, will 
confront the in- 
vestor with 
new problems. 
Perhaps fore- 
most will be 
the need to ad- 
just investment 
holdings to the 
new pattern of selectivity that is bound to emerge as 
these impacts and influences become more clearly 
visible, and better defined in scope and outline. 

Imposition of a large armament program on a 
nation’s economy inevitably has incisive reper- 
cussions in many ways. After all, workers, materials 
and productive facilities must be diverted from their 
accustomed uses and major shifts occur in the com- 
position of production. That alone cannot help but 
being unsettling. 

Moreover, the problem today is intensified by 
the fact that we are engaged in partial mobilization 
rather than an all-out war effort. Our current arms 
program even at its peak will take no more than 
about 20% of the national product. The need of 
course is speed and that brings the mobilizers 
squarely up against the question of how tough they 
can get with civilian production without seriously 
unsettling the economy. For the latter, despite 
emphasis on the speed-up of the arms drive, will 
remain largely geared to civilian production. 

In the circumstances, deep cross currents in indi- 
vidual industry conditions must be expected despite 
the fact that fundamentally, the outlook for 1952 
points to a fairly strong business situation. Gen- 
erally, the business pattern will be characterized by 
widely divergent trends as the arms effort with its 
increasing billions of expenditures assumes grow- 
ing importance. Companies producing defense ma- 
terials and durable goods will have an increasing 
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problem of shortages of 
metals and other commodi- 
ties, and thus will face 
stricter allocations and 
more Government contro] 
and assistance, if they are 
to maintain full production. 

Consumer durable goods 
manufacturers in particular will be squeezed by 
fairly severe cutbacks. Generally, sharp variations 
loom in the tempo and degree of shift to defense 
output. The timing and flow of Government expendi- 
tures, inroads of arms production upon civilian sup- 
ply and the success of moves to keep the economy on 
an even keel are inextricably woven together in 
the pattern now being shaped for the nation. 

Thus the new year will be rather different from 
any other in that it will be a period in which a 
free-wheeling peace time economy will increasingly 
have to give way to the needs of preparedness. 
Because of this and the divergent trends and prob- 
lems it will create, it is advisable to examine just 
what our leading industries may expect in the 
months ahead. Hence besides the general outlook 
picture painted in the preceding article, which neces- 
sarily is subject to qualitications to meet specific 
industry situations, we are also offering detailed 
industry appraisals—Part I to follow immediately 
below, while Part II will be presented in the next 
issue. 

STEEL INDUSTRY—The American steel indus- 
try can be justifiably proud of its outstanding pro- 
duction record last year when about 105 million tons 
of steel were produced, and most of it went for uses 
normally regarded as part of the civilian economy. 
The industry however has by no means reached its 
peak. Further expansion is ahead with the prospect 
that annual capacity may rise towards an expected 
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120 million tons annually some time in 1953. And 
chances are that all of it will be needed. 

For the steel industry, that means heavy activity 
despite certain limiting factors such as scarcity of 
scrap, pigiron and some alloying materials. {t should 
also mean satisfactory profit results despite high 
taxes and a new wage hike. The size of the latter 
as well as its possible impact on steel company earn- 
ings and prices still remains to be seen. 

Since demand should continue to support capacity 
operations, prospects for 1952 point to larger sales, 
reflecting increased production and higher prices. 
Though higher wage and raw material costs are 
also indicated, margins will likely be well main- 
tained. Because of full-year application of higher tax 
rates and heavy accelerated amortization of new 
plant facilities, net profits however may be slightly 
below 1951 though in some cases the latter may be 
matched. 


Generally Well Maintained Dividends Anticipated 


This prospect points to generally well maintained 
dividends though there may be exceptions. Most 
companies last year have maintained or increased 
the quarterly dividend rates in effect in 1950 but 
total payments in 1952 may be somewhat below those 
of 1951, where there are heavy cash requirements 
for expansion. Established quarterly rates should 
continue, but extras may be reduced or eliminated 
in some cases where the need for funds becomes 
pressing. 

From a demand standpoint, there seems little 
doubt that the industry will be able to sell all the 
steel it can make, particularly in view of mounting 
defense requirements and possible foreign needs. 
Hence occasional predictions that a surplus condi- 
tion may arise later in the year are difficult to 
credit. 

From a production standpoint, the tight scrap 
situation is probably the most threatening element. 
With the outlook for scrap far from promising 
despite widely publicized collection drives, some 
temporary mill shutdowns are possible during the 
winter months when scrap collections nor- 
mally are dropping off. But apart from such 
temporary interruptions, a high operating 
rate appears assured for an indefinite period. 

Indicative of the industry’s achievement 
last year is the record of U. S. Steel, its 
largest single member. The company’s oper- 
ating rate for the whole of 1951 averaged 
about 101.5% of rated capacity and towards 
the end of the year averaged close to 105%. 
1951 shipments approximated 24,250,000 net 
tons of finished steel products or 7.1% more 
than in 1950. 

In order to provide more steel to meet 
present and future national needs, “Big 
Steel”, according to its chairman Irving S. 
Olds, entered upon a major expansion pro- 
gram prior to the Korean outbreak. In all, 
additional capacity was to be constructed. By 
the end of 1950, some 1.8 million tons of the 
total had been completed and 1951 found the 
company mid-way in the remainder of the 
program. This remaining 2.5 million tons of 
capacity will become available for the most 
part in 1952. 

AUTOMOBILE INDUSTRY-—Despite pro- 
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gressive difficulties in securing materials, 1951 was 
a good year for the auto industry but 1952 will prove 
distinctly troublesome. Last year’s output came to 
something like 6.7 million vehicles—5.3 million pas- 
senger cars and 1.4 million trucks. More than 60% 
of the total was assembled in the first six months 
before material curbs began to cut into production. 

What 1952 will bring is somewhat indefinite but 
industry officials privately seem to be more optimistic 
over the outlook than they have publicly admitted. 
The industry’s production allowable for the first 
quarter has been set at 930,000 cars, down from the 
1.1 million unit goal scheduled for the final quarter 
of 1951, but an even steeper cutback looms for the 
second quarter. 

For the second quarter, it has been proposed that 
the industry be given steel and aluminum for about 
800,000 cars, and copper for only 640,000 cars based 


, on the amounts now being used. A rate of 800,000 


cars a quarter would force industry operations to 
about 50% of the 1950 level, and a rate of 640,000 
cars would mean of course a still lower level. What 
any such production would do to earnings can readily 
be imagined. While the decision on the second quar- 
ter production allowable is not yet final, a further 
lowering of schedules from the first quarter level 
seems inevitable, though some improvement there- 
after is likely. 

On the whole, control officials talk about a maxi- 
mum of 4 million new passenger cars in 1952 but 
there are some within the industry who feel the 
total will come nearer 5 million, the reason for 
this optimism being the great and progressive im- 
provement in the steel situation. Even then, copper 
will continue to prove troublesome. 

Industry worries however are not centered alone 
on production. The demand side, too, is not what 
it might be, with new car sales falling off due to 
higher prices, credit restrictions and partial market 
saturation. Together, it is a situation that has been 
pinching dealers and worrying full-employment con- 
scious labor unions. And it leaves no complacency 
among manufacturers who see volume and profits 
dwindling in the absence of adequate compensation 
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through defense work: While the industry has size- 
able defense orders on its books with more—topping 
perhaps $8 billion—to come, this work will be spread 
over many months and thus can only partly com- 
‘pensate for the decline in regular business. Most 
of it is still in the planning stage. 

The prospect is that 1952 passenger car produc- 
tion may fall short of last year’s by about one 
million units and that would naturally have consid- 
erable profit impact, on top of other adverse factors 
from which the industry has been suffering such as 
price ceilings, higher costs, increased taxes and 
production delays. 1951 earnings declines have al- 
ready been sharp, reflecting these factors, and there 
may be a further downtrend in 1952 as unit costs 
advance and break-even points are approached. 

Truck manufacturers are better situated, not only 
by virtue of large military orders but also because 
cutbacks on commercial vehicles have been less 
drastic. 


Chemicals Stimulated By Defense Demand 


CHEMICAL INDUSTRY—Sales in 1951 have ex- 
ceeded the 1950 record by a wide margin and in 
view of substantial expansion of capacity, further 
gains are in prospect for 1952. However, the sellers’ 
market prevailing earlier last year has been fading 
as buying pressure let up and fewer chemicals re- 
mained in short supply. The sharp let-down in the 
textile business has affected sales of dyes, textile 
processing chemicals and raw materials for rayon 
yarn producers, and there are some soft spots else- 
where, but on the whole, demand remains big as 
the industry continues to be stimulated by rearma- 
ment and the resulting industrial activity. 

Being an important basic supplier of virtually 
all industry, it could not be otherwise; thus the 
industry has relatively few demand problems though 
price controls and rising taxes tend to bear down 
on profits. Virtually all important chemicals are key 
materials in a defense economy. The primary differ- 
ence is a shift in end-use. 

While a Korean truce might temporarily slow the 
rate of industry output, no important drop in chemi- 
cal operations is indicated so long as the defense 
program is adhered to. This points to continued 
heavy activity now that the slow-down which started 
last summer has passed. In some specific fields, an- 
other burst of expansion is indicated. Generally, 
there will be a better balance between supply and 
demand. 

Though further sales gains are indicated, profit 
margins are likely to narrow, reflecting higher costs 
and competitive pricing for chemicals in free sup- 
ply. Profits in 1951 probably averaged 20% less 
than in 1950 mainly because of higher taxes. For 
1952, total net may expand, assuming no further tax 
rise, but the net profit margin is expected to shrink 
somewhat. The profit gain, in other words, is not 
likely to match the sales gain. Dividends, neverthe- 
less, should continue well protected. 


Big Construction Year Ahead 


BUILDING CONSTRUCTION — While there is 
little doubt that residential building will be further 
curtailed in 1952, it will nevertheless be a big con- 
struction year. Last year the construction industry 
did something like a $37 billion business—a new 
record. 1952 should be almost as good though there 
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will be more accent on defense demands, less on 
private home building. But the latter will remain 
substantial, with something like 850,000 new homes 
likely to be constructed, compared with some 1.1 
million housing starts in 1951. 

This, plus industrial expansion and defense con- | 
struction, should keep builders happy and makers | 
of building materials busy and prosperous. As it is, 
the industry’s whole outlook focuses on materials. | 
Some are in acutely short supply and should slow | 
the industry down. If the situation improves, the © 
residential building goal of 850,000 dwellings may © 
again be exceeded this year since there is no appar- 
ent let-up in demand. 

In the circumstances, sales of building material 
manufacturers should hold at relatively high rates 
at least during the first half of 1952. With inventory 
reductions by the trade undertaken during 1951 
now pretty much completed, the demand outlook is 
further bolstered. Obviously a substantial market 
remains even if the lower residential building goal 
is adhered to. Building at that rate would be quite 
high by past standards. In addition there is a sub- 
stantial replacement market. 

Profit margins probably will be well maintained 
because of greater efficiency attained through mod- 
ernization and expansion of facilities. Earnings thus 
should hold up well, and so should dividends. 

With much of the defense plant work well under 
way, a decline in construction of this type is fore- 
seen in the second half of 1952. But other types such 
as commercial and public works construction may 
increase as an offset unless too severely restricted 
by the National Production Authority. In that event, 
sales of materials manufacturers might show a mod- 
erate decline later in the year. However, offsetting 
demands are almost certain to develop. The prospect 
is that the industry will be able to maintain opera- 
tions at a rate not far from the relatively good 
experience of 1951. 


Record Demand for Oil Products 


PETROLEUM—Demonstrating unusual flexibil- 
ity in its operations, the oil industry in 1951 more 
than met the greatest demand in history with its 
its greatest output of all time. It expects to do as 
well in 1952. Just as impressive as its production 
and refining achievements were the industry’s re- 
sourcefulness in surmounting difficulties imposed by 
controls, shortages of steel and other metals, and 
the loss of Iranian oil. Despite initial alarm that the 
Iranian incident would seriously disrupt world oil 
supplies, virtually all of this loss has been made up 
by increased production in other areas. 

Total demand for petroleum and products reached 
a new all-time high of 2,724 million barrels in 1951, 
an increase of almost 10% over the former peak 
established in 1950. To meet this tremendous de- 
mand, the industry last year undertook capital out- 
lays estimated at about $3 billion, or nearly 22% 
more than in 1950. The industry total for capital 
expenditures since the end of World War II now 
approximates $15 billion. 

Many factors contributed to the increase in de- 
mand, and the chief ones were (1) the stepped-up 
defense program; (2) the larger number of motor 
vehicles in operation, and increased use of oil for 
heating and power purposes; (3) the shutdown of 
Iranian oil fields. These factors will continue to be 
operative, hence the (Please turn to page 420) 
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PROPHECY was a field into which the late FDR wan- 
dered very casually and it was suspected that his 
purpose more often than not was to launch trial 
balloons to test the atmosphere on new government 
ventures. But the year just beginning will see 





WASHINGTON SEES: 


January 8 will go down in history as the launch- 
ing date of one of the most politically-minded 
congressional sessions in many years, with a con- 
fident republican minority and a somewhat fright- 
ened democratic majority sparring and with the 
November national election never far from sight. 
It is safe to say at this early stage that the year 
1952, legislatively, will be “a year of indecision.” 
Wherever possible, clear-cut determinations will 
be avoided, issues postponed to a more favorable 
da 

The text for the conclave will be found in the 
President's January 9 annual message on the State 
of the Union, annotated in the budget message 
slated for January 14. 

Every indication now points to a budget total 
practically pinpointed at 83 billion dollars—an 
excess of 13 billions over this year, and involving 
higher taxes. And congress is in no mood for 
bigger and broader levies; an attitude obviously 
shared by members of both political parties. 

The budgetary recommendations for defense 
purposes and for foreign aid will be large. Large, 
that is, when they reach Capitol Hill, but sub- 
stantially pared down, slashed, when the law- 
makers complete their job. In the absence of 
declared war, the country simply will not go on 
an all-out basis for defense. That experience was 
gained in the pre-Pearl Harbor days, and all was 
changed after the Japs struck. 

Organized labor will talk of Taft-Hartley Act 
repeal as a future objective only. There is agree- 
ment to whittle away the T-H foundations with 
exceptions and amendments. The drive lacks 


subtlety. 
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OUTLOOK IN CONGRESS 


By E. 


K. T. ; 


strident steps to carry out a forecast the late Presi- 
dent made almost 18 years ago: that the St. 
Lawrence Seaway would one day be a reality, and 
that Canada would do the job alone if the United 
States did not see fit to participate. Across the Inter- 
national Border plans are going ahead with the 
Dominion footing the bill. A treaty was involved, 
hence senate ratification required, but the President 
couldn’t get the votes. 


SWEEPING reforms within the official federal family 
are involved in a bill before the new session of con- 
gress—a code sponsored by Senator Monroney of 
Oklahoma, a deep student of government practices 
and co-author of the congressional reorganization 
measure. Monroney would make it a criminal offense 
for a member of congress to “interfere” in a tax 
case before the Internal Revenue Bureau, put tax 
collectors under civil service, require publication of 
the facts whenever a member of congress aids in 
promoting an RFC loan, deny pensions to federal 
officials convicted of breach of trust. 


ORGANIZED labor is being alerted by Washington 
headquarters to keep close watch in the state legis- 
latures for appearance of bills to indorse a consti- 
tutional convention for the purpose of writing the 
“millionaires’ amendment” into the basic law. That 
tag has been affixed, for obvious propaganda and 
demagogic purposes, to the proposal that the federal 
tax collector be estopped from exacting more than 
25 per cent on incomes. The order is out to “lobby 
it to death.” 


CORPORATION executives and stockholders may face 
the new year with the knowledge that profits will 
be high, the government will take more, but that 
these classes of persons “will continue to live in 
much the same style to which they have been accus- 
tomed.” That’s on the word of the Machinists’ Union 
crystal ball polishers, who foresee also: prices will 
be generally higher, but large crops may hold food 
costs down somewhat; wages won’t go up enough 
to keep pace with living costs and a national sales 
tax may come along to make it worse; jobs will be 
plenty; shortages won’t be severe with defense pro- 
duction about one-half of 1944’s. 
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Good New Year's resolutions for taxpayers who 
haven't already pursued the course might be a resolve 
to become more familiar with the federal budget. It isn't 
recommended for light reading or strictly entertainment 
purposes although it rivals fiction in some degree and 
there is good fare for those whose preferences run to mys- 
tery. Actually there are few members of congress who are 
thoroughly familiar with what is in it even though they 
voted it into existence. A handful of veteran career em- 
ployees who make up the advisory staffs are the only real 
experts. 





























They can point out how the budget which becomes 
operative half way through the current calendar year appro- 
priates money already spent and sets up amounts which 
won't be tapped at all in the year covered by the budget. 
Many items are down payments on projects which will be 
paid for substantially in years to come; and as a corollary 
to that, it will cost 12 billion dollars to complete 
rivers and harbors projects authorized in other years. Some money is found in the budget 
for one group of public works on which the Army Engineers received the go-ahead signal 
15 years ago, and have been going ahead on it! 



































A Geiger Counter wouldn't be sensitive enough to locate the economies which 
were promised by both major parties. If they are there, the disguise is well nigh 
perfect. The 80th and 8lst congresses made much ado of the savings they effected and 
accepted the plaudits with studied modesty. But the 1952 budget, drafted in the 82nd 
congress, carries $7.6 billions to pay for items the two "economy" congresses created, 
didn't pay for. That doesn't include a penny for defense mobilization costs. 





























Then there's the matter of public health. It's controversial on Capitol Hill 
where debate rages on whether there should be a federal health measure. Persons in the 
galleries might think there isn't one already. There must be at least a dozen of them 
although there's no basic legislation; Numerous agencies have hospital functions, 
with the Veterans Administration, naturally, leading the rest in this particular. No 
medical bill? The federal government gives medical and hospital care to 25 million 
persons and the budget pages translate that into almost 2 billion dollars of outlay. 
Servicemen, veterans and their dependents, civilian employees injured on the job, mer- 
chant seamen, Indians, Alaskans, Panamanians, federal institutions for the mentally ill 
including the huge facilities of St. Elizabeth's in Washington. 









































tive body cannot. Twenty per cent of the total they vote is made up of fixed charges, 
costs which they inherited from earlier sessions and which they must provide or vio- 
late either the written law or the provisions of contracts. Interest on the public debt 
must be paid, veterans compensation and benefits including pensions are fixed by 
statutes, grants in aid to States must be ponied up or the law changed. But when 
congress pleads "the crushing weight of fixed charges", it is evading the simple cir- 
cumstance that it still has 80 per cent of the budget as fertile knifing ground. 















































There's room for study, too, in the budgetary provisions dealing with the 
defense program. The amounts are staggering. It will be remembered that President 
Truman's overall program adds up to expenditures bordering on 100 billion dollars. 
That figure has been bandied about as the "cost" and the implication was that congress 
in a fast roll call vote would authorize the Bureau of Internal Revenue to begin sending 
out bills. But the real facts are these: congress has authorized 70 billions, not 100 
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Relocation of industry is slipping in through the back door, helped by a nudge 
from the Huropean migration plan financed largely by the United States. There are 




















points of difference between the two, some reason to support an argument that the 
idea could be a success in other countries and a failure here. The fundamentals are 
alike: here, and there, metropolitan centers are overcrowded while nearby rural areas 
are fertile, and cities of small population are greatly in need of manpower. A major : 
point of difference, however, is in the fact that many of the larger industrial cities f 
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are still in stages of rebuilding after war's destruction, and the work can be dispersed © 


without sacrificing existing facilities. That, fortunately, is not the case here. 








Then, too, many of the estimated 5 million persons who would pick up and go 
at their first opportunity want to take up residence in other countries, not nearby 
rural existence. In fact the International Refugee Organization has turned over the 
12 ships it used to transport displaced persons, and these vessels could move more 
than 100,000 emigres this year. Most favored for new homes are the United States (which 
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but the lowliest circumstanced taxpayer in the United States is, himself, an employer. 
In fact he and his "associates" have more payrollers than the largest corporation in 
the country. Uncle Sam began the year 1952 with 2.5 million employees, approximately 
one-half of them in the Defense Department. The turnover is amazing: an average of 1200 
quit their government jobs each day. But that doesn't reduce the payroll; replace- 
ments and additions to expand old agencies or establish new ones account for 4,000 
hirings each day! Some departments are very heavily unionized, with Post Office Depart- 
ment and the Navy leading in that particular. 





















































An agency to study idle plant production capacity which can be diverted 
into defense channels has been set up for the dual purpose of getting production moving 
faster and of taking care of the plight of management and labor at points where materials 
shortages or other backwash of the defense effort has had harmful effect on plant 
operations. The government procurement agencies see, in addition to plant utilization 
and job preservation, the advantage of an offset to surplus facilities to be disposed 
of at loss after the world situation clears -- assuming it does eventually. 






































Not much publicity has been given to the project; in fact there has been 
conscious effort to play it down. The procurement and production division of Defense 
Production Administration, doesn't want to be snowed under by applications from owners 
of converted garages and one-man shops. As a starting point, the agency won't even con- 
Sider any facility whose physical properties are valued at less than 1 million dollars. 
And unless a plant already is partially shut down by materials shortage, it won't be 
cataloged. Mere anticipation of shutdown won't be enough. 























The main object will be to divert contracts away from plants which are com- 
pelled to expand if they receive further orders to those already in existence in order 
to make use of every available facility. Commendable effort to cut red tape has gone 
into the agency's planning. Operators having available facilities merely communicate 
the fact to their industry divisions in NPA, stating dimensions, value, type and normal 
amount of production. The National Production Administration takes the ball from there. 




















The Veterans Administration will pass out an estimated 200 million dollars 
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unless stopped by the White House. Defense Mobilizer Charles E. Wilson is dead set 
against the planned distribution, thinks it would zoom the inflationary spiral. Decision 
eventually will go to President Truman whose advisers will remind him that this is 
an election year and that parceling out of one-fifth of a billion dollars won't make the 
beneficiaries angry. The temptation will be great, the action interesting to watch. 























A new rash of worries about shortages of vital materials is breaking out 
among the Government's defense planners. Their concern shows up in official statements 
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industries are balking against any undue cracking down. Nevertheless it appears, 
that the auto industry will have to take it on the chin, though not quite as severely 
as originally threatened. 
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New Currency Moves in... 


Britain and Canada 
— What It Means to the U. S. 


By V. L. HOROTH 


78. far the most important among the foreign 
exchange and gold market developments of recent 
weeks was Canada’s action “terminating and elimi- 
nating” all foreign exchange controls. This decision 
should result in a further strengthening of economic 
and financial ties between this country and the 
Dominion, for there will be no more obstacles to 
the free flow of investment capital and trade between 
them except, of course, for tariffs. 

Another constructive development of the last 
month, the decision of the British Government to 
permit the forward market in sterling to “find its 
own level,” has not been fully understood and conse- 
quently has lead to some misinterpretation. The 
decision has been regarded in some markets as a 
forerunner of the long-rumored unpegging of the 
pound sterling in the nearby future. A flight from 
sterling has been reported from a number of coun- 
tries such as India, which maintain large sterling 
balances in London. 

Other recent developments concern the widening 
of the permitted buying and selling rates for the 
pound sterling and the Australian pound, and the 
tightening of Uruguayan exchange and import regu- 
lations. The latter may be heralding similar meas- 
ures in other South American Republics. Finally, 
mention should be made of the decision of the Swiss 
Federal Council to abolish a free gold market. This 
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ties in with recent developments in 
gold trading elsewhere. 

Canada’s action came as the cul- 
mination of a series of exchangé re- 
laxations which started on September 
30, 1950, when the Canadian dollar, 
held at the time at 90 U. S. cents, was 
unpegged and allowed to find its own 
market level. This move was followed 
by a removal of travel restrictions a 
month later, and the relaxation of 
capital movements during 1951. 

As of December 15, 1951, all the re- 
maining restrictions on the use of foreign exchange 
and the movement of capital into and from the coun- 
try were removed. Thus Canada takes her place 
alongside Switzerland, Mexico, Portugal, Peru, 
Cuba, Guatemala, Honduras, the Dominican Repub- 
lic, and Panama—and, of course, the United States 
—which maintain unquestioned convertibility of 
their currencies and permit free movement of capital. 

The American citizen is thus free not only to 
invest in Canada but, if he feels like it, to dispose 
of his investment and to repatriate his capital at 
the market rate for the Canadian dollars, currently 
quoted at 99,3. U. S. cents. At the same time the 
Canadians are not only free to do business anywhere, 
but also to invest their capital anywhere they please, 
including in American securities after paying a 
small premium. 


Canada’s Confidence in Her Future 


In the old days, partly because they desired to 
diversify their investment and partly because ‘the 
grass always looks greener on the other side of the 
road,” the Canadians favored investing in American 
securities, while many Americans preferred Cana- 
dian equities. However, Canada is not dismantling 
the old Foreign Exchange Control Board. She in- 
tends to keep tab on capital movements and to see 
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CANADA: Balance of Payments 
(In Millions of C. Dollars) 





1938 1949 





CREDITS (Receipts from Foreigners) 


Current Account: 
Merchandise exports ......... $ 880 $3147 $3139 
Nonmonetary gold 139 163 
Foreign travel & trans. .................. 151 53 


Capital Movements: 


Private capital inflow .......... : 101 


eee 1020) 
Can. loans repaid or loans rec’d.... 117 


123f 90 





Total .... ... $1128 $3655 $4498 $4650 


DEBITS (Payments to Foreigners) 


Current Account: 
Merchandise imports ...................... $ 692 $2866 $3129 $4250 
Interest and dividends ‘& 250 307 381 450 
Other services ............. 44 73 161 100 


Capital Movements: 


Private capital outflow : 89 67 
Loans extended, gifts ' 27 83 50 
Foreign loans repaid : 12 96 100 


100 


Total $1114 $3492 $3821 


$4900 


Increase (+-) Decrease (—) 


In gold and for. exchange...... —5 +155 +677 —250 











to it that the Canadian dollar does not fluctuate 
too erratically. 

If one may guess, the basic reason for the com- 
plete removal of all foreign exchange controls has 
been Ottawa’s growing confidence that the period 
of the worst strains and stresses is over, and that 
from now on the Dominion would be able to hold 
its own without impairing its exchange position. 

As our readers are well aware, Canada has been 
going through a period of truly dynamic expansion 
which can be compared only with the growth of the 
United States after the Civil War, or the Domin- 
ion’s own expansion in the early years of this cen- 
tury. Vast new areas are being opened up for exploi- 
tation: British Columbia’s huge waterpower re- 
sources are being tapped, and railways and highways 
are being pushed into the interior of the Pacific 
Provinces to exploit timber and non-ferrous metal 
resources. Northern Alberta is in the midst of a 
great oil boom, and in Ontario and Quebec, prepara- 
tions are being made to feed rich iron ore to Ameri- 
can and Canadian steel mills. The Dominion has 
become a “junior arsenal” of the Free World. Re- 
armament activities have stimulated the diversifi- 
cation and the expansion of Canadian manufacturing 
industries. Finally, there has been an _ unusual 
growth of population. 


Inflation Threat Successfully Countered 


This period of unprecedented growth has not been, 
naturally, without internal and external stresses. 
On the home front the chief problem has been infla- 
tion, which Canada has fought quite successfully 
with balanced budgets, tighter money, and a taxa- 
tion program designed to reduce consumption. Strict 
restrictions were placed on consumer credit, and 
loans for speculation and inventory accumulation are 
discouraged. Depreciation of non-essential capital 






expenditures was deferred. 

Although no price ceilings were imposed as in 
this country, Canadian prices have not increased 
much more than the prices and costs in the United 
States. Horeover, despite heavy rearmament expen- 
ditures, the Dominion federal budget for the fiscal 
year ending March 31, 1952, will probably show 
a surplus of more than $200 million, which will be 
applied to the reduction of the debt, now some 15 
per cent lower than at the end of the Second 
World War. 


Balance of Payments with U. S. 


Externally, Canada’s chief problem has been her 
balance of payments with the United States. As will 
be seen from the accompanying table, there was a 
sizeable increase in Canadian imports from the 
United States in 1950 (some 9% over 1949) and a 
big increase in the United States purchases from 
the Dominion (some 36% over 1949). As a result, 
trade and “invisible” transactions with the United 
States were in fairly close balance. 

Consequently the tremendous inflow of capital 
from the United States and Europe, estimated at 
over $1 billion, went into building up gold and U. S. 
dollar resources. By November 1950, two months 
after the Canadian dollar was unpegged and the 
inflow of hot money subsided, the Dominion’s gold 
and U. S. dollar holdings reached a record level of 
$1.840 million. 

The vear 1951 opened with United States imports 
from Canada leveling off, but with Canadian pur- 
chases in this country expanding by leaps and 
bounds. The bulk of these purchases represented 
equipment for mines and oil fields, machinery for 
Canadian industries, and industrial raw materials 
such as coal and steel. By the middle of 1951, 
Canada was buying American goods at an annual 
rate of more than $3 billion, while our imports from 
Canada were at the rate of about $21, billion a year. 


Flow of Investment Money to Canada 


In recent months the gap has narrowed consider- 
ably, largely because the equipment phase of Cana- 
dian mines and industries is approaching an end. 
On the other hand, we are beginning to draw more 
on Canadian raw materials and semi-manufactures 
(newsprint) and undoubtedly will continue to do 
so, with rearmament getting into stride. 

Considering the 1951 gap in Canada’s trade and 
current transactions with us, the Canadian gold 
and dollar resources declined but about $200 million 
from their November 1950 peak, and as of last 
September were still more than $1,600 million. The 
main reason for this is that investment money has 
continued to flow to Canada, while the “hot money” 
that went there prior to September 30, either has 
not returned or has been invested. 

The huge inflow of capital naturally raises the 
question whether the Dominion is not borrowing 
altogether too much, particularly as interest and 
dividend payments to non-residents are bound to 
be an item of increasing importance in Canada’s 
balance of payments. It has been estimated that 


‘these payments (net) may reach $400-$450 million 


in 1951, an amount nearly twice as large as 10 
years ago. 

The chairman-alternate of the Exchange Control 
Board, Dr. Louis Rasminsky, allayed these fears 
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recently by pointing out that these payments take 
but 214 per cent of Canada’s national income as 
compared with 8 per cent in 1930. “In that year,” 
he pointed out, “it took nearly 20 per cent of the 
proceeds of Canadian exports to meet our interest 
and dividend payments to non-residents. Today, even 
though these payments are larger, it takes hardly 
more than 2 per cent of our exports proceeds to 
meet them. Moreover, the bulk of the investments,” 
continued Dr. Rasminsky, “is not going into roads 
and public buildings and theatres, and hot dog stands 
which might give us a greater satisfaction for the 
time being without adding significantly to our ca- 
pacity to earn foreign income. The bulk is going 
into basic resources developments which will enlarge 
our capacity to export or reduce our import require- 
ments.” 

The new British rules—three in number—affect 
largely banks and foreign exchange dealers. They 
are concerned with a technical relaxation of the 
exchange control. They most certainly give no hint 
of any devaluation or unpegging of the pound ster- 
ling, the official parity of which still remains at $2.80. 


New British Foreign Currency Rules 


Up to December 16, any British bank wishing 
to buy or sell foreign currencies had to do so through 
the Bank of England at the fixed established rates. 
Under the new rulings, the banks will be permitted, 
with certain limitations, to deal in foreign cur- 
rencies, both for spot and future delivery, without 
going to the Bank of England. Instead of the Bank 
of England, the commercial banks will take posi- 
tions in spot and forward dealings at their own 
risk, much as American banks are doing now. 


This technical change is expected to create a 
broader and more orderly market for forward ex- 
change in financing British trade. It prepares the 
way for the reopening of the Liverpool cotton ex- 
change and other private commodity exchanges. 


To give the spot sterling more elbow room, the 
selling rate limit was lowered from 2.7914 to $2.78, 
while the buying rate was raised from $2.8014 to 
$2.82. A similar action by the Australian authorities 
widened the spread between the buying and 
selling rate for the Australian pound to one 
per cent below and above the official parity 
of $2.24. 


suggest that the worst is over. 

The decision of the International Monetary Fund 
on September 28 permitting the sale of newly-mined 
gold on free markets at premium prices has finally 
affected also Switzerland which is said to hold more 
gold per head of population than any other country 
in the world. In order to avoid an expansion in note 
circulation and to hold down inflationary pressure 
in early postwar years, the Swiss National Bank 
used to sell gold coins to the public and gold bars 
to Swiss banks. But most of this gold found its way 
into the black market—chiefly in China and India at 
that time—where it was sold at fabulous profits. 


Free Gold Market in Switzerland 


Although not an adherent to the Bretton Woods 
Convention, the Swiss National Bank discontinued 
the sale of gold in 1947 in deference to the wishes 
of the International Monetary Fund, but with the 
resentment of the Swiss public. Some of the dealers 
thereupon moved to Paris, where the free market 
in gold was established in 1948. 


There were no rules regarding the import into 
Switzerland of gold bought in Paris or in any other 
free market. But this gold, presumably bought at 
prices above $40 per ounce, could be sold in Switzer- 
land only at the official selling price of $35 per ounce. 
Furthermore, it could not be re-exported until it 
had remained in Switzerland for at least one year. 
This quite naturally killed the free gold market 
in Zurich. 

Under the new regulations, anybody in Switzer- 
land is again free to buy or sell gold at market prices 
without coming into conflict with the law. The 
Zurich gold price will probably be among the lowest, 
somewhere around $39 per ounce. In the first place, 
there will be considerable local supply available 
from the stocks which were brought into Switzerland 
a long time ago but could not be sold except at a 
loss because of the maximum selling price require- 
ment. Second, it is expected that many people who 
hitherto have held their gold in Tangier (Africa), 
or Beyrut, or even in Paris, will transfer their 
holdings of Switzerland (Please turn to page 410) 


CANADA—A Country of Dynamic Growth 





_ The new rules permit free conversion of ster- 
ling earned by Canada into American dollars, 


(est.) 
1939 1949 1950 1951 





and vice versa. In the older days this would 
have been a very important concession, for 
much of Canada’s deficit with the United States 
was paid with the sterling earned in her trade 
with Great Britain. However, in recent years 
Canada succeeded in balancing her trade with 
the United States and Great Britain without 
resorting to triangular financing. 

Since the new rules were announced, sterling 
has strengthened somewhat in international 
markets. Some of the improvement is appar- 
ently due to the gold drain slowing down. The 
November adverse trade balance was down to 
£75 million from £116 million in October 1951, 
with exports rising to a new record level. The 
gap between the import and export price is 
narrowing and there is indication that dollar 
receipts from commodity sales on the part of 


Gross nat. product. (billion $) 
Per Capita income = 381 972 1,034 1,470 

Capital expend. (billion $)......... : F 3.5 3.8 4.6 
Taxes to nat. income...................... 12% 19% 22% 23% 


Price Index. Indust. Shares (1937 — 100) 80 91 112 
Wholesale prices (1937 = 100) naan 92 184 196 
Cost of living (1948 = 100) 65 104 107 


Trade with U.S. 
Imports from U.S. (mil.) 
Exports to U.S. (mil.) 


Population (millions) ........0...0..00.0c0 11.3 13.5 13.8 14.1 


$ 56 $ 163 $ 17.8 $ 20.9 


157 (b) 
222(a) 
123(b) 


418(a) 1952 2130 2850 
321(a) 1503 2021 2310 





Excess of Imports —97 —449 —109 —540 


Trade with the Rest of World 


Imports from (mil.) 
Exports to (mil.) . 


267(a) 809 1044 1400 
563(a) 1490 1097 1640 


Excess of Exports....... +296 +681 + 53 +240 





the overseas sterling area have increased some- 
what. However, it would be over-optimistic to 
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Companies Likely To Maintain 


or Increase Their 


Earnings in 1952 


By J. C. CLIFFORD 


A s 1951 receded into history, most investors 
agreed that from the standpoint of corporate profits 
the year was comparatively disappointing in view 
of the bright hopes held out at the beginning of the 
year. This was not due to any fault of management 
or lack of business, except for some industries, but, 
as everyone now knows, to the cumulative effect of 
higher and higher taxes and increased costs. Hence, 
though operating profits were substantial, the net 
return to the stockholder was reduced to such an 
extent as to make comparison with the brilliant year 
of 1950 unfavorable. 

The same conditions which became noticeable in 
the decline of earnings in the third quarter of 1951 
are still in evidence with little prospect that they 
can disappear in the months directly ahead. In addi- 
tion to the profit-inhibiting tax factor, there is clear 
indication that the civilian industries, as a whole, 
will confront even more onerous restrictions than 
they have had to bear in the past year. As the de- 
fense program swings into greater momentum, allo- 
cations of materials for civilian production purposes 
will be cut back more sharply so that curtailment of 
civilian output on an increasing scale will become 
inevitable. 

These results will necessarily flow from the antici- 
pated stepping-up of armaments production by about 
$25 billion. In view of shortages of many materials, 
principally steel and non-ferrous metals, this added 
military production can only be obtained by reduc- 
ing civilian output to a more or less equivalent de- 
gree. It is for this reason that the earnings outlook 
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for the consumer manufacturing industries will not 
be too favorable until military needs are better 
satisfied than they are at present. 

On the other hand, the so-called defense industries 
are expected to swing into production on a much 
larger scale. Industries such as automotive, railway 
equipment, electrical equipment and aircraft, which 
have had very large military contracts, and which 
have been unable to profit from them materially on 
account of delays in government execution and other 
bottle-necks, will soon be able to translate these 
orders into actual production. While profit margins 
on defense work are notoriously low, the addition 
of this type of business to plants that have had to 
incur declines in normal business will be at least 
partially beneficial in tending to reduce 1951’s in- 
crease in the cost of plant operation. As a matter of 
fact, most industries that have been feeling the 
pinch of forced curtailment will attempt to secure a 
larger share of defense business, despite the lower 
profit margins. 


Varying Earnings Experience in 1951 


Substantially then, the heavy industries will be 
operating on a wider profit basis than at present, due 
to their increased plant operations, but the net rate 
of profit, as has been the case recently, will be held 
down by high taxes. The consumer industries, for 
the most part, unless they can supplement their 
dwindling business through government work, will 
continue to feel the current squeeze. 
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While most companies are affected by the condi- 
tions enumerated above with the result that earnings 
are not expected to rise above 1951 levels, an appreci- 
able number have shown their ability to overcome, at 
least in part, the difficulties inherent in the present 
economic picture and to hold their ground from the 
standpoint of net profits. A number of them, in fact, 
have gone ahead to increase their earnings, despite 
high taxes and costs, and some of them have estab- 
lished new records. 

The reasons for superior performance on the part 
of these companies are not uniform, as might be 
expected from their variegated nature. Some com- 
panies have just commenced to benefit from the pro- 
duction which is starting to come off the line of 
new plants in increasing volume. Others have made 
exceptional gains in sales and held down costs suffi- 
ciently to produce an increase in earnings, despite 
the tax bite. Others had production difficulties in the 
earlier part of the year which have been overcome, 
with resultant betterment of earnings. Still others 
made a favorable comparison with 1950, not so much 
because the current year produced exceptional re- 
sults but because last year’s earnings were low. 

Illustrating the fact that increases in earnings are 
the exception rather than the rule is a tabulation of 
9 months 1951 earnings for fifty important corpora- 
tions. This showed that only 24% of these companies 
made consistent gains in sales, operating profits and 
net profits. Reduction of volume of sales accounted 
for a decline in earnings for 20% of these companies. 
Lower operating profits were encountered by 18% 
despite higher sales, with increased taxes and costs 





responsible. lk‘or 38%, sales and profits both were 
up, but taxes brought net profits down below both 
the second quarter of 1951 and the third quarter of 
1950. These figures are cited to show that while 
general factors influence all corporations, conditions 
affecting earnings vary widely and earnings results 
and prospects can only be judged on an individual 
basis. 


Companies That Should Do Well 


In the accompanying tabulation, we present a list 
of companies which have turned in unusually good 
earnings reports for the first 9 months of 1951 and 
whose full year’s earnings, it is estimated, either 
exceeded last year’s or, at least, held approximately 
to the same levels, a good enough record in view of 
the less favorable results experienced by most other 
companies. The list represents a fairly comprehen- 
sive cross-section of industry, and illustrates the fact 
that many individual companies have fared better 
than their industries. 

Estimates for 1952 are not practicable at this 
stage but it is likely, based on their unusual records 
for 1951, that most of the companies listed will 
continue to produce satisfactory results in the fore- 
seeable future. In addition to the tabulation, we pre- 
sent a brief analyses of several of the companies 
with the most outstanding record in earnings this 
year. 

Standard Oil Co. (New Jersey) in 1951 not only 
broke all earnings records but even bettered the bril- 
liant performance of the oil industry, as a whole. As 











Companies Which Should Maintain or Increase Their Earnings in 1952 
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Estimated 
1951 Net Net Indicated 
Net Net Income Per Net Net Per Recent 1951 Div. Price Range 
Per Share Sales Net Share Sales Income Share Price Div. Yield 1950-51 
(Millions) (Millions) 
ah OC BN cee net AOR yee es $475 $627 $52 $264 $68.7 $68 3.46 29 $ 2.00 68% 33%-19% 
Amerada Petroleum ...............00.000000000000.. 5.75 51.4 12.3 3.92 57.6 15.3 4.88 146% 3.00 2.0 1653%4-50% 
RE RANNN EG! oho rage csc aac ck dbck nav Seedeans 3.60 46.4 3.9 2.72 52.2 4.4 3.01 33% 175 4652 4012-23% 
CUULTCTEE (Cir CG AEN Se a ey 4.25 20.5 fe 3.50 12.5 8 3.17 29% 2.50 8.4 32 -17 
Corre De Pasee .........::.5.<6..c:.003 Pe Ce eens 10.50 44.4 10.7 9.09 34.7 3.9 5.41 53% 2.002 3.7 58%4-17% 
Commercial Solvents ................0...c0cc0cc 2.25 42.9 4.4 1.69 44.9 51 1.96 30% 1.25 4.0 32'2-15% 
STL CLC LC |, ee en 4.00 353.1 12.2 3.75 397.8 14.8 4.53 42\2 2.00 4.7 451-30% 
Crown Cork & Seal .... 3.00 82.4 3.0 2.22 89.4 2.4 1.60 18% 1.25 6.7 22 -12% 
Ss Gee Oe Lage ee a . 15.00 wea 6.6 10.49 147.7 6.3 9.74 38% 3 47-16% 
General Amer. Transportation ............. . . S30 86.4 4.6 4.20 87.6 5.8 4.95 52% 3.50 6.46 58%-45 
Greenfield Tap & Dye 0.00.00... = 4,60 14.3 1.0 4.09 11.7 1.1 4.36 26 2.252 8.6 36 -10% 
RURCUAE RESUME ooo caiccds sap csccsecescesentes QR 113.3 14.8 7.33 89.8 18.7 9.25 86% 6.00 69 921-63 
International Tel. & Tel. 000.0000... 2.40 178.1 12.6 1.84 216.9 15.5 2.38 16% 652 3.9 19%e- 9% 
Mathi Serle eo reece 3.50 69.9 aa 2.87 755 8.9 3.32 4412 1.70 3.8 49%-23% 
National Cash Register .......00.00.00000000.... 6.15 147.1 9.1 4.64 170.4 12.1 6.16 58% 3.00 5.1 591-28 
RETINA SUES 20 ccc 5 <scusccssscesecarvesnans j 5.50 158.3 6.6 4.29 156.2 8.3 5.34 29 2.00 69 307%-15% 
Wo REC a . 8.00 107.74 5.34 6.264 98.85 6.2° 7.315 34% 1.80 5.2 37%4-19% 
Remington Rand ....... : ae 3.25 108.37 7.67 1.577 187.46 14.06 2.878 19% 1.002 5.2 2212-10% 
Reynolds Metals ................... NEE ees eee 11:00 164.4 12.3 8.31 166.9 12.5 8.84 57% We 66S 6634-1854 
CUCL C3 || a ae masgonevaseccos | UID 144.2 22.0 8.44 174.3 28.5 10.92 90% 325 36 95%4-52'2 
Standard Oil of N. J. ...........cccccce 825 2,767.9 403.0 6.65 3,134.5 408.2 6.74 74% 412 455 75%-33 
LOUIE CO CGT RRS aaa ee ee 4.65 27.21 2.01 2.431 43.1 3.8 4.59 36% 2.25 66.2 40 -17 
WO@NGS: GUIh SUIDINUP 5. <6i-cssiccesctscenecsieccsascece 7.75 54.0 18.8 5.64 69.4 25.8 7.75 99% 550 55 119 -63% 
Texas Pacific Coal & Oil oo... 3.70 13.7 5.0 2.86 1.1 59 3.38 41% 1.65 4.0 49 -34% 
Tide Water Associated Oil ...........0000.0..... 5.25 292.8 26.7 4.19 356.9 33.3 5.17 42% 2.15 5.0 44%-22 
MECHA WORE CONN hoe cicc.tistcieccecsssessseli 7.00 56.6 3.1 4.27 58.1 4.9 6.71 52% 4.00 7.6 58 -39% 
RI MIO NCI Oct RODIGE 00) o2cdc cavsessessassisencee 7.50 Fie 9.4 6.21 80.3 10.8 7.23 49 3275 76 52 -26% 
RI ENsrere CR eaMISOUIN «oo 02e0)ex0. se cizecacvxcxcosessicsosscne- 4.40 24.4 27 3.40 29.7 3.3 4.23 60% 2.50 4.1 654-35 
MEO NMI cons, cceis dees usc ecac tureeescdl 5.25 67.2 22 3.67 65.1 27 5.30 40% 256 62 48 -27 
(1) 6 months ended June 30, 1951. (5) Year ended October 31, 1950. 
(2) Plus stock. (6) Year ended March 31, 1951. 
(3) Paid 16% in stock dividends. (7) 6 months ended Sept. 30, 1951. 
(4) 11 months ended Sept. 30, 1951. 
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a matter of fact, SONJ is continuing its earnings 
gains whereas most of the other oil concerns, though 
still earning at record records, are no longer forging 
ahead. In this respect, the company’s performance 
this year has been outstanding. In the first nine 
months of 1951, net income was $403 million com- 
pared to $408 million for the full year 1950. On a per 
share basis, earnings were $6.65 for the nine months 
against $6.74 for the full year 1950. The third quar- 
ter produced earnings of $2.54 a share. Any such 
earnings in the fourth quarter would bring the full 
year’s earnings up to well above $8 a share. 


Tax Benefits Help Earnings 


The gain in earnings is due to the fact that gross 
receipts which increased from $2.8 billion in 1949 
to $3.1 billion in 1950 probably reached approxi- 
mately $3.5 billion in 1951. Since 2714% of the bulk 
of gross earnings is sheltered from income taxes 
due to the depletion provision of the Federal tax 
laws, the company was able to save a large part of 
its gain in operating profits for the stockholders. 
Considering the $400 million increase in gross re- 
ceipts, it necessarily follows that the tax benefits 
described have produced a more or less proportionate 
increase in the net earnings. 

For the earlier part of next year, it appears that 
present satisfactory world oil conditions will not 
change materially and that the industry will obtain 
excellent profits. With sales advancing and costs 
under good control, SONJ should continue to experi- 
ence its present increasingly wide margin over divi- 
dends. The stock, of course, represents one of the 
strongest American investments. 

Ingersoll-Rand Co. in 1951 probably exceeded the 
record earnings of $9.25 a share of 1950. This com- 
pany is the leading supplier of heavy industrial 
equipment and while it has been receiving volume 
business from industry, as a whole, it has been in 
an exceptional position to receive record-breaking 
orders from the exceedingly active steel and mining 
industries. Demand from these fields is likely to 
continue strong for an indefinite period. 

Sales for the first nine months alone were about 
$23 million more than for the full year 1950. Net 
income of $14.8 million, which showed the effect of 
the tax bite, was nevertheless very satisfactory and 
compares with the $18.7 million for all of 1950. Per 
share earnings were $7.33 for the nine months and 
it is estimated that earnings for the full vear 1951 
were $9.50 a share. 


Working Capital Strong 


The company’s finances are exceedingly strong, 
working capital having increased to $67.8 million in 
1950 from $60.9 million in 1949. Based on the com- 
pany’s dividend payments in 1951 and its estimated 
earnings, it is likely that working capital has in- 
creased by at least another $5 million. The stock 
which paid $6 a share in 1951 yields 6.9% on its 
recent price of about 86. This is considered one of the 
strongest issues in the machinery field and has had 
semi-investment rating for many vears. 

General American Transportation Corp. is one of 
the rather limited number of companies that not only 
have managed to survive tax and cost difficulties 
without losing ground in earnings in 1951 but also 
look ahead to 1952 with assurance that earnings 
probably will be equally good. This practically cer- 
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tain outlook is accounted for by the fact that the 
demand for special service tank cars, of which this 
company is one of the two principal suppliers, is 
far in excess of supply, and that this situation is 
likely to continue for a long period. Additionally, 
the company is profiting from more favorable con- 
tracts with large shippers. Other divisions of the 
company are expanding, especially canning and 
petroleum products storage. 

Operating income from sales and rentals were 
$86.4 million in the first nine months of 1951, almost 
equal to the entire year of 1950. Net income was 
$4.6 million for the nine months against $5.8 million 
for all of 1951. Per share earnings of $4.20 for the 
nine months compare with $4.95 for the entire year 
of 1950, so that the full year 1951 should have pro- 
duced close to $6 a share, the best record since 1947. 

The company has been one of the most dependable 
earners among American corporations for a great 
many years and has paid dividends without a break 
since 1927. At the current price of about 52, the 
yield is 6.6% on the $3.50 dividend. The common 
stock is considered among the best of the railway 
equipment group and possesses semi-investment 
status. 

Mathieson Chemical Corp. which is in a process 
of rapid growth and development, through merger 
and acquisitions, in 1951 probably exceeded 1950’s 
earnings of $3.32 a share by a moderate margin. 
However, through the merger with Mathieson Chem- 
ical Hydrocarbon Corp., and the acquisition of 26% 
of the stock of American Potash & Chemical from 
Heyden Chemical, the company has greatly enlarged 
the scope of its activities, particularly in the petro- 
chemical, sulphuric acid and fertilizer fields. This 
enlarged base of operations should give the company 
an opportunity to increase sales and profits by a 
considerable margin. 


Continued Good Outlook 


For the first nine months of 1951, the company 
came close to matching the sales of $75.5 million for 
the entire year 1950. Net income made an equally 
favorable comparison, with $7.7 million for the 
nine months against $8.9 million for all of 1950. 
Earnings for the nine months were $2.87 a share 
against $3.32 and it is estimated that the full year 
produced earnings of $3.50 a share. With demand 
for the company’s products surging ahead, earnings 
should be equally good well into 1952. 

The company has not failed to show a profit for a 
great many years and has paid dividends successively 
since 1926. On the basis of the dividends for 1951 
of $1.70 a share, the stock at 44 yields 3.8%. This 
is a rather low rate of return even for a good grade 
stock such as this, but the high price of the stock 
undoubtedly takes into consideration the prospects 
for future growth. 

Bristol-Myers Co. which has had its difficulties in 
recent years is making a strong come-back in earn- 
ings and is expected to have earned about $3.60 a 
share in 1951 against $3.01 a share in 1950. The com- 
pany, which is the third largest in the proprietary 
drug field, has been enlarging its activities in ethical 
drugs, thus strengthening its fundamental position. 
Output of penicillin has been expanded, and its en- 
trance into the antibiotic field is important, especially 
with regard to streptomycin, for which production 
plans have been developed, and the by-product Vita- 
min B-12 which will (Please turn to page 414) 
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COMPANIES 
Likely to Increase 


Dividends in 1952 


BY OUR STAFF 


A simple comparison of the total ef 1951 
dividends with 1950, which were almost on a par, 
probably fails to reveal the interesting fact that the 
dividend pattern has been changing unobtrusively 
since the end of the second quarter. In the third 
quarter alone, for example, there were over fifty 
reductions against seven increases. 

Since similar conditions are likely to persist well 
into 1952, it seems that some shareholders will not 
receive quite as much in dividends as they did in 
1951, although it must be recognized that the total 
amount of dividends they received last year has 
been more than could be expected in normal times. 
Many companies will probably do well even to be 
able to maintain their 1951 dividend rates, so that 
those able to increase payments are obviously in an 
especially advantageous position. 

In this study, we present five companies whose 
continued growth of profits and generally favorable 
prospects for 1952 enable them to increase their 
dividends. These assumptions are based principally 
on the earnings records for the past few years and, 
particularly, on the earnings in 1950-1951 and pros- 
pective earnings in 1952. In all cases, the companies 
selected have continued to score substantial profits, 
with indications that they will continue to do so. 
In the meantime, their dividends have been held to 
moderate proportions so that the resulting large 
margin of earnings over dividends logically leads to 
the presumption that they will eventually increase 
their payments. 

It must be borne in mind, however, that while it 
is reasonable to expect such increases, it does not 
necessarily follow that a wide margin of earnings 
over dividends automatically leads to higher dis- 
bursements. Some companies may decide to post- 
pone such action either because they may wish to 
strengthen their financial position, or because they 
may be contemplating embarking on important ex- 
pansion programs, or because the majority of stock- 
holders may be satisfied with present rates and would 
rather wait for a period when taxes will be lower. 
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CARPENTER STEEL COMPANY 


BUSINESS: This company is one of the smaller units in the industry but 
is an old and well-established concern, highly regarded in the trade. 
Operations are concentrated in the manufacture of high-grade specialty 
steels, principally alloys and stainless steel. The company has developed 
a new metallurgical process, leased out on a royalty basis to other manu- 
facturers from which increasing revenues are expected. 


OUTLOOK: Properties have been well maintained in order to promote 
efficiency, and a new $7 million rolling mill has been constructed, adding 
substantially to facilities. Sixty percent of the cost has been amortized for 
tax purposes at an accelerated rate, the balance coming out of retained 
earnings. The company has been a substantial earner in recent years, per 
share earnings showing up impressively on the small outstanding stock, 
now 427,000 shares after the recent 5% stock dividend. Earnings rose in 
each year from 1949 with $5.07 a share, in 1950 with $7.34, and in 1951, 
$9.89 (fiscal years ending June 30). The first quarter of the present fiscal 
year, ending Sept. 30, showed a substantial gain in operating profits, from 
$2.0 million to $2.5 million but an increase of $500,000 in taxes for the 
quarter, brought per share earnings down from $1.88 to $1.70. With the 
company operating at capacity and likely to continue doing so for an 
indefinite period, it is likely that operating profits will at least hold to 
fiscal 1951 figures. Taxes, of course, will prevent this being translated into 
proportionately high per share earnings, but in event, they should not 
fall below roughly $8 a share in the current fiscal year. 


DIVIDENDS: Cash dividends have been paid at conservative rates in 
recent years, the company preferring to supplement payments to stockholders 
with small stock dividends, the latest of which was 5%. Dividends of $3 
a share were paid in 1951. In the past three years, the total dividends 
paid out amounted to $8.41 a share against total earnings of $22.30 a 
share, leaving retained earnings of $13.89 a share. This large surplus and 
the prospects for continued high earnings would seem to indicate that 
cash dividends can be increased. 


MARKET ACTION: Recent price—50 compares with a 1951 range of High— 
58, Low—46. Indicated yield is slightly under 6%, without giving considera- 
tion to stock dividend payments. 


COMPARATIVE BALANCE SHEET ITEMS 


June 30 

1941 1951 Change 
ASSETS (000 omitted) 
Cash $ 2,261 $ 7,998 $ 5,737 
Marketable Securities 1,078 5,811 + 4,733 
Receivables, Net 1,376 3,390 + 2,014 
Inventories 3,796 7,275 t 3,479 
TOTAL CURRENT ASSETS 8,511 24,474 15,963 
Net Property 4,245 5,883 - 1,638 
Other Assets 379 i 241 
TOTAL ASSETS $ 12,894 $ 30,736 +$ 17,842 
LIABILITIES 
Accounts Payable $ 621 $ 1,357 L$ 736 
Accruals 771 2,588 + 1,817 
Tax Reserve 2,618 6,406 + 3,788 
TOTAL CURRENT LIABILITIES 4,010 10,351 + 6,341 
Other Liabilities 103 aL 103 
Reserves 095 426 +t 331 
Capital Stock . 1,800 1,980 + 180 
Surplus 6,989 17,876 + 10,887 
TOTAL LIABILITIES $ 12,894 $ 30,736 +$ 17,842 
WORKING CAPITAL $ 4,501 $ 14,123 +$ 9,622 
CURRENT RATIO . : 2.1 2.3 ok 
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EX-CELL-O CORPORATION 


BUSINESS: The company is an important machinery manufacturer and serves 
a very broad market. Among the customers are manufacturers of precision 
tools, jet-engine components, machine tools, precision aircraft parts and 
special machinery. A field in which the company is growing rapidly is 
ice-cream packaging machinery and Pure-Pak milk packaging machinery, 
the latter rented on a royalty basis to dairies. This latter development is 
of considerable long-term promise. An idea of the possibilities may be 
gained from the fact that gross revenues from leased machines rose to $8 
million in the fiscal year ended Nov. 30, 1950, whereas they were only 
$1 million in 1946. 

OUTLOOK: The company’s operations have been in a sharp up-trend and 
are likely to continue on the up-grade for some time to come. Increasing 
arms output is having a direct effect, especially with respect to the manu- 
facture of aircraft parts for military purposes and machine tools for 
defense plants. Despite the effect of several strikes at the Detroit plants 
in late September, estimates for the fiscal 1951 year are in excess of the 
$5.56 a share earned the previous year. For the first nine months, Ex-Cell-O 
earned $4.87 a share against $4.03 in the same period of 1950. This is a 
particularly good showing in view of the higher taxes. The company’s 
backlog is reported as larger than for any time since World War II and 
sales for the fiscal year have undoubtedly been higher than the $35.5 
million in 1950. The company is steadily improving its plant, having spent 
$4.8 million for this purpose since 1948 entirely from earnings. Of especial 
importance are the investments of the company in additional milk packaging 
machines which amounted to $12 million a year ago and presumably more 
at the present date. Working capital requirements are heavy and will 
continue so while the company continues in an expanding phase as at 
present. 

DIVIDENDS: The present rate is 50 cents quarterly, which was supple- 
mented in 1950 by a 50% stock dividend. Earnings which have amounted 
to about $26 a share since 1947 covered dividend payments of $7.60 a 
share in that period with a margin of about 60%. While earnings are 
very satisfactory, it would seem that the company may continue to follow 
a conservative policy with regard to cash dividends. This, however, would 
not preclude another stock dividend which the high earnings would easily 
warrant. 

MARKET ACTION: Recent price—50 compared with a 1951 range of High— 
53, Low—37. On the basis of the $2 dividend, the yield is 4% 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 November 30 
1950 


1941 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 1,990 $ 2,363 +$ 373 
Receivables, Net 4,086 6,768 + 2,682 
Inventories 4,900 7,853 + 2,953 
TOTAL CURRENT ASSETS 10,976 16,984 + 6,008 
Net Property 1,700 4,918 4 3,218 
Rentals & Construction 4,014 12,074 + 8,060 
Other Assets 1,248 6,877 + 5,629 
TOTAL ASSETS $ 17,938 $ 40,853 +$ 22,915 
LIABILITIES 
Bank Loans $ 4,000 +$ 4,000 
Accounts Payable 935 2,685 + 1,750 
Accruals 1,935 751 — 1,184 
Tax Reserve 5,493 3,414 — 2/079 
TOTAL CURRENT LIABILITIES 8,363 10,850 + 2,487 
Deferred Rentals 396 9,125 + 8,729 
Notes Payable, Banks 2,300 — 2,300 
Other Liabilities : 337 375 _ 038 
Reserves ........... ae 021 150 aoe 129 
— Stock ......... er) : 1,196 1,916 4- 720 

rplus E 5,325 18,437 + 13,112 
TOTAL LIABILITIES raeee $ 17,938 $ 40,853 +$ 22,915 

ORKING CAPITAL .... eae $ 2,613 $ 6,134 +$ 3,521 
CURRENT RATIO : 1.6 4 | 


GENERAL REFRACTORIES COMPANY 


BUSINESS: The company ranks second in the field of manufacturing fire- 
brick and other heat-resistant materials for boilers and furnaces, especially 
for the steel industry. Its products cover the entire range of such materials. 
It has 23 plants located from Pennsylvania to Utah, with several others 
to come and further expansion of some existing plants to be completed by 
the end of 1952. It has acquired for $3 million the American-Austrian 
Magnesite Co. which is already contributing satisfactorily to profits. The 
company also owns, together with Harbison-Walker, the Northwest Magnesite 
Co., which possesses the only known large commercial magnesite deposit 
in the United States. 


OUTLOOK: General Refractories’ business necessarily rises and falls with 
the steel industry. In view of the great activity of the latter in recent years 
and the indisputable prospect that further expansion will continue in the 
next two years, it is practically certain that this important supplier to the 
steel industry will enjoy substantial profits. In anticipation of this prospect, 
the company is now embarking on a $12 million expansion project. Earn- 
ings have been substantial, the company reporting $7.29 a share in the 
12 months ending Sept. 30, 1951. This compares with $5.79 a share the 
previous year. However, owing to higher taxes, third quarter earnings 
did not compare so favorably with the same quarter in 1950, the amounts 
reported being $1.69 and $2.25 a share respectively. Even at the lower 
rate, a projection into 1952 would indicate the possibility of earnings of 
close to $7 a share. This compares with $7.48 a share for calendar 1950, 
$3.65 in 1949 and $5.98 in 1948. Reflecting the large working capital 
requirements owing to the expansion program, long-term debt has increased 
from $5.6 to $11.2 million. 


DIVIDENDS: The company has been conservative in its dividend payments, 
having paid out only $8.50 a share, without including the recent 5% 
stock dividends, since 1947 against total earnings for the period of approxi- 
mately $24 a share, including $7 estimated for 1951. With the continued 
wide margin of earnings over dividends, it would seem feasible for the 
directors to raise the cash dividend moderately in 1952, or at least dupli- 
cate their recent action in declaring a small stock dividend. 


MARKET ACTION: Recent price—34, compared with a 1951 range of High— 
39% and Low—30'. On the basis of the current $2 dividend, the indicated 
yield is about 5.9%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 September 30 





1941 51 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 4,173 $ 9,351 +$ 5,178 
Receivables, Net i 2,534 6,406 + 3,872 
Inventories 3,317 7,185 + 3,868 
TOTAL CURRENT ASSETS 10,024 22,942 + 12,918 
Net Property .... 11,578 15,093 + 3,515 
Investments 921 2,963 + — 
Other Assets 6 964 tb 
TOTAL ASSETS . $ 23,138 $ 41,962 +$ 18, 324 
LIABILITIES 
Notes & Accounts einen $ 675 $ 2,233 +$ 1,558 
— Aas 2 ‘scents 329 1,741 + 1,412 
Tax Res ‘ 2,010 1,963 _ 047 
TOTAL ‘CURRENT LIABILITIES 3,014 5,937 + 2,923 
Reserves ..... sesnsasionesdpuies 195 as 195 
Long Term Debt 2,967 11,200 + 8,233 
Common Stock . PR ara fort rs pelea te 12,395 12,439 a 044 
Surplus... eA Nene 4,567 12,386 + 7,819 
TOTAL LEABILITIES ........6c.ccccccccccccescccesssennes DS ROphee $ 41,962 +$ 18,824 
WORKING CAPITAL ... eee et $ 17,005 +$ 9,995 
CURRENT RATIO. .....:...0:.........0....... ac 3.3 3.8 + 5 
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ILLINOIS CENTRAL RAILROAD COMPANY 


BUSINESS: The company operates 6539 miles of first-line track, radiating 
in large part from Chicago and servicing some of the most important 
agricultural and industrial areas in the United States. Of this total mileage, 
3575 miles are owned directly. Illinois Central is a very important bitumin- 
ous coal carrier and in this connection, the building of the new atomic 
energy plant at Paducah, Ky., requiring the installation of two complete 
electric plants, has necessitated the T.V.A., which is building the plants, to 
contract for 20 million tons of coal between 1952 and 1962, of which 
Illinois Central will move 12 million tons. Furthermore, most of the new 
traffic affected by the new atomic plant will go to the road. The company 
is also an important carrier of heavy industrial products, foodstuffs, lumber 
and livestock. 

OUTLOOK: Traffic has expanded, especially under the stimulus of defense 
activity. However, more fundamental improvement is in sight as a result 
of the development of the areas between Chicago and New Orleans which 
are ,growing rapidly. Earnings for 1951 were estimated by the president 
at $11.33 a share against $20.83 in 1950. However, the comparison is 
not quite accurate since 1950 earnings were influenced by retroactive mail 
pay and a non-recurring tax credit. Since 1948, earnings have been very 
large, with $14.60 a share in 1948, $11.20 in 1949, $20.83 in 1950, and 
$11.33 estimated for 1951. Illinois Central has about $44 million in gov- 
ernment securities and cash but debt maturities, aside from equipment 
obligations, will total $27 million. Furthermore, near-term plans include 
spending $6 million for diesel locomotives and large sums for 2500 coal 
cars, of which it will build 1500. An interesting potential source of revenue 
is the sale of “air rights’’ over the company’s Chicago land holdings, of 
which about 50 acres are susceptible to air-right development. The company 
recently made an arrangement with N. Y. Central to purchase for $4.9 
million, 16 acres carrying air rights, and with the Prudential Insurance Co. 
of America whereby the latter paid $2.2 million for air rights over its 
office building now under construction. 

DIVIDENDS: Of the $57.96 a share earned since 1947, the company has 
paid only $6, resuming dividends in 1950. Should earnings such as those 
attained in any of the past few years be parallel in 1952, it would seem 
reasonable to expect a higher rate than the current $3. 

MARKET ACTION: Recent price—55 compared with a 1951 range of High— 
75%, Low 5134. Indicated yield is 5.4%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1945 1 









Change 
ASSETS (000 omitted) 
Cash . $ 82,979 $ 76,942 —$ 6,037 
Receivables 13,368 23,669 a 10,301 
Materials & Supplies .. : 16,509 18,835 + 2,326 
Other Current Assets puissant noes 519 089 -- 430 
TOTAL CURRENT ASSETS .... 113,575 119,535 + 5,960 
Investment in Road & Equip. Net 511,931 516,079 + 4,148 
Other Investments 13,515 14,302 ob 787 
Other Assets 5,650 7,222 + 1,572 
ME, TED oocccsivsescssevevessees $644,671 $657,138 +$ 12,467 
LIABILITIES 
Accounts Payable ............ $ 19,974 $ 26,982 +$ 7,008 
Lg Ghee at aes 37 13,203 oo ,829 
Accrued Tax 37,682 31,367 — 6,315 
TOTAL CURRENT LIABILITIES 63,030 71,552 + 8,522 
ig eae arenas 4,109 545 — 3,564 
Unadjusted Credits .... 22,382 17,758 — 4,624 
Other Liabilities .. 12,463 ,085 _ 8,378 
Mente RMIT cas cairccxeseresacissescsvcoavnevessonses 256,818 216,268 — 40,550 
Preferred Stock .... 18,646 18,646 
NURI NN 5 caress ca cxvcacaessiasdpaendvovarea 135,799 135,799 
MMR sees sscccysivonssstes ca teeaitnks 131,424 192,485 + 61,061 
TOTAL LIABILITIES $644,671 $657,138 +$ 12,467 
WORKING CAPITAL . $ 50,545 $ 47,983 —$ 2,562 
CURRENT RATIO ...0....c.ccss.cccsccsssssesasssessossese a “a 
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THE PURE OIL COMPANY 


BUSINESS: A fully integrated oil company, Pure Oil has established itself 
as one of the more important “independents” in the field. Production is 
obtained from wells located in 12 states. About 254,000 acres are regarded 
as developed, on which are located 5944 producing oil wells and 246 
gas wells. A large part of the crude products, either the company’s own 
or purchased from outside sources, is transported to the company’s refineries 
through its own pipe lines. Distribution outlets are ample, with 826 bulk 
distributing plants and slightly less than 14,000 retail outlets owned or 
controlled. 


OUTLOOK: Exploration activities are extensive and important new gas 
discoveries have been made in Freestone Co., Texas. Oil production has 
also been advanced in the new field at Worland, Wyoming, as well as in 
the more developed and important Williston Basin, in Montana and North 
and South Dakota. Refining is at the highest possible point but will be 
increased through additions to the two largest plants. Earnings for the first 
three quarters were $5.70 a share with no comparison available for the 
same period last year, as no interim reports were issued at that time. 
However, a comparison with the full year 1950 is possible; in that year, 
earnings were $7.06 on the common. Based on the first nine months of 
1951, therefore, it would seem that the company exceeded 1950’s showing. 
Earnings heave been impressive since 1948. In that year, $9.91 a share was 
earned, followed by $6.22 in 1949 and, as stated, $7.06 in 1950. While 
current conditions and immediate prospects are favorable, the longer-range 
future of the company is enhanced by its large investments in new property, 
plant and oil-lands. In the four years, 1947-1950 about $50 million was 
added to the net property account, with this amount substantially increased 
in 1951 and plans for a further increase in 1952. 


DIVIDENDS: Payments are at the rate of 50 cents quarterly. 1951 divi- 
dends, including a 50-cent extra, were $2%2 a share. With earnings running 
over $7 a share, the present rate seems very conservative. Including the 
estimate for 1951, earnings for the past 4 years were $31.09 a share against 
which only $8.50 a share were paid out in dividends. While the company 
is involved in a major expansion program, requiring large funds, the 
current dividend rate could easily be raised in view of the large margin 
of earnings. 

MARKET ACTION: Recent price—62 compares with a 1951 range of High— 
62, Low—46. Indicated yield is 4%, reflecting expectation of an eventual 
higher dividend. 


COMPARATIVE BALANCE a ITEMS 








ecember 31 

1941 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 9,521 $ 30,454 + +$ 20,933 
Receivables, Net ....... 10,119 20,468 10,349 
Inventories 20,907 42,305 + 21,398 
TOTAL CURRENT ASSEPS. ............2.:......00000. 40,547 93,227 + 52,680 
Net Property ................ 142,889 207,241 + 64,352 
Investments 11,795 3,512 - 8,283 
Other Assets ..... w 284 4,744 4 2,460 
TOTAL ASSETS . $197,515 $308,724 +$111,209 
LIABILITIES 
Notes & Accounts Payable ee $ 21,215 +$ 13,003 
Tax and Other Accruals foohe pre 7,616 4,759 - 2,857 
TOTAL CURRENT LIABILITIES .................... 15,828 25,974 + 10,146 
Reserves asurabs 2,127 - 2,127 
i i iscutivesnleens 5,334 8,207 2,873 
We NI II osc cscccesensenseccasvinecenssacsuccces 23,425 23,425 
Preferred Stock 72,543 44,243 - 28, 
Common Stock . 39,820 39,820 : 
Surplus ... i 63,990 164,928 + 100,938 
TOTAL LIABILITIES ........... . $197,515 $308,724 +$111,209 
WHGREINIG CAPITAL ooni.n.sissecccccsesscccssccessece $ 24,719 $ 67,253 +$ 42,534 
CURRENT RATIO ............. 2.5 3.4 + 9 
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Investment Audit of 


Anaconda Copper 


By STANLEY DEVLIN 


2... of the most interesting economic tussles 
in years, the long awaited competitive struggle be- 
tween aluminum and copper, appears headed for an 
early climax. Right in the middle of this significant 
test is Anaconda Copper Mining Company. Regard- 
less of the outcome, Anaconda seems destined to 
benefit. 

Partly as a result of the urgent need for additional 
aluminum producing facilities to meet the require- 
ments of the national defense effort, Anaconda has 
ventured into the production of aluminum on an 
important scale. The recent agreement with the 
Harvey Aluminum Company to construct a $95 
million primary aluminum plant at Kalispell, Mon- 
tana, may prove to be one of the most important 
decisions in the company’s long history. If aluminum 
is destined to supplant copper in many civilian uses 
in years to come, Anaconda will have gained the 
jump on its leading competitors. 

Anaconda and Harvey are authorized to build a 
72,000 ton three potline primary aluminum produc- 
‘ tion plant and the Government will permit fast tax 
write-offs on 85% of the total $94.7 million invest- 
ment which includes $46 million of Anaconda funds. 
Assuming development work is on schedule, the new 
facility should be in operation early in 1953. 

Metallurgists and industrial chemists are divided 
in their opinions of probable trends in non-ferrous 
metals at the conclusion of the ¢urrent military 
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Since the end of World War 
il, Anaconda has spent or is 

bout to spend approxi- 
mately $300 million in new 
mining and metallurgical 
facilities and extensive 
modernization of brass and 

wire mills. 








crisis. Because of increased output and tech- 
nological progress in fabrication, aluminum 
steadily is gaining ground in its battle with 
copper. Price is a vital factor. At the moment 
aluminum is quoted at 19 cents a pound and 
is slightly easier to obtain than copper offi- 
cially priced at 2414 to 2714 cents a pound and 
actually commanding 40 to 50 cents a pound in world 
markets. Before the war, aluminum was beginning 
to displace copper in cases where the price was about 
equal. More recently copper has lost to its lighter 
competitor because the red metal has been unavail- 
able for civilian needs or because price trends have 
favored aluminum. Some experts believe that after 
the defense emergency, aluminum may be so plenti- 
ful and so cheap (with modern production plants 
fully amortised), that it may enjoy a really big 
price’ advantage. 

If copper should continue to be favored by indus- 
trial consumers, however, Anaconda still will have 
strengthened its competitive position by turning to 
production of aluminum. There is little doubt, for 
example, that many new markets have been opened 
for aluminum and growth in aircraft, for example, 
assures a vast market for light metals. Meantime, so 
long as the international emergency persists, it is 
apparent that demand for non-ferrous metals of all 
kinds is certain to hold near record levels reached 
in 1951. 


Ore Reserves Very Large 
Anaconda is a leading producer of non-ferrous 


metals—one of the two major producers of copper. 
Through a wholly owned subsidiary, the American 
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Statement for The Magazine of Wall Street 


By CORNELIUS F. KELLEY, Chairman of the Board, Anaconda Copper Mining Company 





In Government quarters it has frequently been said that of the three principal defense metals (steel, copper, 
and aluminum), copper is and will continue to be in the most critically short supply. It is pertinent, therefore, to 
examine the present and future outlook for copper. 

Repeatedly during the past year, responsible mobilization officials have conducted a systematic campaign that 
practically amounted to propaganda urging the substitution of aluminum for copper. 

It is axiomatic that metals have their distinctive qualities. Substitution is difficult and in many instances 
impossible. We believe that while undoubtedly copper is in critically short supply today in relation to demands 
of the civilian economy and the additional demands of mobilization and armament, this situation will be relieved 
by steps that have already been taken and which it is now proposed shall be undertaken to augment the 
copper supply. 

It is apparent that the copper supply will begin to improve materially during the latter half of 1952. Cur- 
rently U. S. mine production, including secondary treated by primary refineries, is averaging approximately 90,000 
tons per month. With an estimated 35,000 tons per month available from foreign sources, the total present supply 
is in the neighborhood of 125,000 tons per month. This could be augmented somewhat if scrap intake were up 
to normal tonnage. 

The first major increase in production will come from Anaconda, via the Greater Butte Project and the new 
Sulphide Plant at Chuquicamata, Chile, both of which will begin operations in the spring of 1952. During 1953 
the additional production obtained from these two projects over and above present levels should total about 
95,000 tons. By the end of 1953 Anaconda’s new Yerington project should be producing at an annual rate of 
30,000 tons. By then Anaconda will have added to the present yearly copper supply at the rate of approxi- 
mately 125,000 tons.” 

Other projects now under way, both in the United States and friendly foreign countries, should yield addi- 
tional copper at an annual rate of approximately 80,000 tons by the beginning of 1954, at which time copper 
production should be approximately 205,000 tons per year above present levels. 

Projects already under way or contemplated in the United States and abroad should further augment world 
supply by an additional 240,000 tons beginning in 1955-56. 

All told, we estimate that by 1956 the monthly supply of copper available in the United States could reach 
150,000 tons (U. S. production plus imports). Based on historical comparisons, this supply of copper would be 
sufficient to support a Federal Reserve Board Index of Industrial Production of 270, an increase of 26% above 
present levels, and 45% above the first half of 1950. 

Thus while copper admittedly is in short supply today, it promises to increase in about the same proportion as 
expanding steel capacity. 

Anaconda’s contribution to the improved copper supply position will be noteworthy. In fact, since the end of 
World War II, Anaconda has spent or is about to spend a total of approximately $300,000,000 in new mining 
and metallurgical facilities and extensive modernization of brass mills and wire mills. Of this total investment, 
some $46,000,000 is earmarked for the Kalispell aluminum project. 
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EIS ELLIOTT LTA PLEIN NA IE NRL 
NN NR A SLT LT SP STEIN ne cmeeneiaie — —EE 
Long Term Operating and Earnings Record 
Net Net Div. Percent 
Net Operating Operating Net Profit Per Per Earned on 
Sales Income Margin Taxes Income Margin Share Share Invested 
(Millions) —— (Millions) —— Capital Price Range 
WT CP CHGTIS Da cicnecca. sxcocccncsocsescicess: $332.0 $71.81 21.6%2 $37.4 $34.3 10.3% $ 3.96 $ 3.50° 452 -37% 
BOE Gath ene Pele ccaen gedaan seveapes 422.9 83.2 19.6 40.4 46.6 11.0 5.38 3.00 7.4% 40-27% 
bess seco enaaapvaveels cosseeasaehea tan ssusagence 334.1 45.3 13.5 20.5 27.2 8.1 3.14 2.50 4.4 35%4-25¥e 
ded ewigavevesedermessen tes csbaasandoeaveatesaseuetes 425.0 87.3 20.5 38.0 53.4 12.5 6.16 3.50 8.8 41%-30'2 
acc satectudebadaverexeet ieee i cxtecwuseanevsonenes 382.2 77.0 20.1 38.6 43.5 11.4 5.02 3.00 7.4 42 
Ue blee se tasccac reeset panic cen onesie 293.7 40.2 13.7 17.6 23.8 8.1 2.75 2.50 4.2 51%-35 
oak sx d-cuathcutasloitavabtacasducesusetacanensseats 328.4 35.9 10.9 16.6 20.4 6.2 2.35 2.50 3.6 49 
SER PR Carey orc cree trey eer (Te 397.0 59.5 14.9 27.3 31.4 ri 3.62 2.50 a5 29%4-24% 
sca ason Ses cenleds are sa Pocod ae ecaapaieenen Otay ONS 444.7 65.5 14.7 29.3 33.7 ae 3.89 2.50 6.1 31%-24%% 
ueiivga nese ducteea sweassnte tu evesssacusaiieatacenss 408.9 76.9 18.8 27.0 36.4 8.9 4.20 2.50 6.4 28%-22% 
Woneide Seac Bevan edecahas nasa tot Tab eeea shee Pea ee 354.7 79.4 22.4 30.1 43.4 12.2 5.01 2.50 7.8 30 -22% 
10 Year Average 1941-50..............008 $379.1 $ 65.0 16.9% $28.5 $35.9 9.3% $ 4.15 $ 2.70 6.1% 51%-22% 
1_Pre-tax income. 3—To December 21, 1951. 
2—Pre-tax margin. 4—To December 18, 1951. 
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Comparative Balance Sheet Items 




















December 31 
1941 1950 Change 
ASSETS (000 omitted) 
eee ew 
Marketable Securities ... ty 14,017 86,792 
Receivables, Net Pence 22,959 33,191 
Inventories .......... ‘ 63,319 71,226 
Other Current Assets ss ; 813 3,924 
TOTAL CURRENT ASSETS 165,934 261,350 
Net Property ..... : 412,933 402,120 
Investments . : 32,602 26,465 
Other Assets ; 14,453 8,712 
TOTAL ASSETS . Z $625,922 $698,647 
LIABILITIES 
Accounts & Notes Payable.. $ 12,666 $ 18,982 +$ 6,316 
Accruals .. Ba 2,777 3,544 + 767 
Tax Reserves ons ee 37,847 + 5,608 
TOTAL CURRENT LIABILITIES 47,682 60,373 + 12,691 
Other Liabilities : 4,963 3,580 — _ 1,383 
Reserves 6,295 4,009 — 2,286 
Long Term Debt 16,935 sessevsseese = GES 
{| Capital Stock : 433,717 433,717 
Surplus . 116,330 196,968 + 80,638 
TOTAL LIABILITIES $625,922 $698,647 +$ 72,725 
WORKING CAPITAL 118,252 $200,977 -+$ 82,725 
CURRENT RATIO sl ccaneslelueokates 3.5 4.3 + 8 





Brass Company, Anaconda also is the world’s largest 
fabricator of copper products. Its reserves of ore are 
believed to compare favorably with any other pro- 
ducer. The Chile Copper Company’s (controlled by 
Anaconda) famous Chuquicamata mine, regarded 
as the world’s largest, is estimated to have reserves 
capable of producing ore at the current rate for 
more than a century. 

Incidentally new plants are under construction 
at this mine for treatment of sulphide ores. Comple- 
tion of the first unit early this year promises to 
permit enlargement of capacity to 225,000 tons 
annually and pave the way for a better balance 
between oxide and sulphide output. By next year 


ANACONDA COPPER A 





Price -Range 
1929 - 1935 
High - 174g 
Low - 3 


Funded Debt: —_ 
Minority Int: $3,219,462 
Shs Cap Stk: 8,674,332 - ‘0 = 
Fiscal Year: 


THOUSANDS OF. SHARES 


1940 1941 1942 1943 1944 1945 1946 1947 1948 
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1949 1980 19581 


management hopes to poost production of this 
important mine to more than 250,00 tons annually. 
If copper prices hold at or near current levels for 
another year or two, when the enlarged facilities 
become available, Anaconda would be in position to 
increase gross revenues substantially. 

Thus both in aluminum and in copper, Anaconda 
appears on the threshold of significant growth. 
Whether or not this promising outlook has been 
fully appreciated seems doubtful. On the basis of 
statistics a good case can be made for Anaconda, as 
compared with other major producers of non-ferrous 
metals. Shares of the company only recently have 
topped their 1946 peak, for example, and still are 
well below the high of 1937, whereas both Kennecott 
and Phelps Dodge long have surpassed their highs 
of 1946 and have sold above best levels of 1937. 


Profit Margins Should Improve 


Anaconda stock is available at a substantial dis- 
count from book value of $73.17 a share (end of 
1950), whereas both Kennecott and Phelps Dodge 
have risen far above book values—$50.98 a share 
for the former and $47.61 for the latter. For inter- 
esting relevant data on Anaconda, the reader is 
referred to the accompanying tabulation. In the 
chart of price behavior, one may see that fluctuations 
have been comparatively moderate. 

Although the more modest appraisal of Ana- 
conda’s properties may be attributed to the Amer- 
ican investor’s traditional skepticism toward Latin 
American governments, as a matter of fact under 
present conditions, the relatively high proportion 
of foreign income is beneficial. The fact that earn- 
ings abroad are exempt from excess profits taxes 
is favorable for Anaconda. More than half of the 
company’s revenues emanate from foreign sources, 
especially Chile, and this fact means that burden- 
some domestic taxes present a less serious handicap 
than in the case of principal competitors. 

Need for boosting domestic copper output has led 
to expansion of production in Montana and to an 
agreement with the government to exploit a low 
grade copper mine at Yerington, 
Nevada. At the latter project, the 
Government has arranged to pur- 
chase 128,000 tons of copper at 
2514 cents a pound in the first six 
years. Production is scheduled to 
begin in 1954 at an annual rate 
of 30,000 tons and after two years 
will be stepped up to 33,000 tons 
annually. 

At the Greater Butte project 
begun some five years ago, pro- 
duction is just getting under way, 
and management is hopeful of 
producing 6,000 tons of ore daily 
this year. A rise to 10,000 tons 
daily next year, and subsequently 
to 15,000 tons is anticipated. Thus 
with the benefit of a 20 per cent 
increase in shipments from Chile 
scheduled for 1952, copper sales 
may be stepped up importantly to 
meet the war effort. Recent price 
increases are expected to improve 
profit margins this year despite 
higher wage rates. 


(Please turn to page 412) 
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us take for granted, may well be called the 
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eighth wonder of the world; it deserves this 
description far more than many another al- 
leged “miracle.” Our technology, which has 
proliferated beyond the wildest dreams of the 
imagination in recent years, has not only 
brought into being many new industries but bys 
has virtually created new metals and adapta- 
tions of these metals, on which some of the 
older as well as the newer industries will in- 
creasingly depend in the future. 

One of the most important of these devel- 
opments is in the field of the newer light metals, espe- 
cially those which serve the steel industry directly, 
and the industries now dependent on the future of 
light steels. They include forms of steel heat-resistant 
to the highest degree, and other which are practically 
immune to corrosion. The vital necessity of develop- 
ing this field can best be appreciated from the fact 
that the future of the jet engine, for example, is 
virtually dependent on the rapid expansion of pro- 
duction of titanium, one of the most important metal 
developments in recent years. Another new metal, 
tantalum, has innumerable new uses among which 
can be mentioned the manufacture of surgical instru- 
ments, which have long been in need of a type of 
steel that can be pressed into shapes of the most 
minute and yet accurate dimensions, vitally necessary 
in delicate surgery. 

The metallurgical revolution which has accom- 
panied the expanding need for these new products 
has brought about an intensification of the search 
for “rare earths” which are an effective agent in 
improving the usability of chromium-nickel and high- 
alloyed stainless steels. This is of particular impor- 
tance in the manifold steel manufactures requiring 
the three elements of chromium, molybdenum and 
tungsten. 

Many millions of dollars are being spent by various 
companies in the steel and metal fields in research 
and development of these new products, including 
their alloys. The Government has a particular reason 
for helping to promote these activities since the new 
metals, in various forms, are ideally suited to the 
manufacture of many kinds of armaments. Nor are 
the uses limited to military needs. Many of the tradi- 
tionally “civilian” industries such as automobiles, 
building construction, shipbuilding, transportation, 
and above all, airplane manufacture are acutely inter- 
ested in the potentialities of the new metals as they 
might be applied to their own particular products. 

The manufacture of certain stainless steels has 
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been handicapped in the past by the difficulty of “hot- 


working” the metal. This has restricted the availa- 
bility of an easily-wrought material and has increased 
the cost. It has been found that certain rare-earth ele- 
ments are an effective ingredient in the production 
of some of the stainless steels with the chromium, 
molybdenum, tungsten, nickel combination. This tech- 
nological advance has very great potentialities. 

Among the pioneers in this field is Carpenter Steel 
Co., which has found that the introduction of such 
rare-earth elements as cerium and lanthanum, prin- 
cipally, in some alloys will produce a commercially 
wrought product hitherto too expensive for ordinary 
commercial use. The company is now promoting a 
new market for its process, which it licenses out to 
other manufacturers on a royalty basis. 

The Molybdenum Corp. of America is also inter- 
ested in this new field and has exploratory work under 
way for the future production of rare earths from 
several properties on which it has options. It is also 
engaged in experimentation with metallurgical proc- 
esses using these elements in iron and steel produc- 
tion. Both projects, of course, are in the early stages. 


Great Potentialities of Titanium 


Several of the newer light metals, such as tantalum 
and columbium, have found increasing use in recent 
years. Tantalum is produced in quantity by the Fan- 
steel Metallurgical Corp., with the raw material sup- 
plied from its mines in South Dakota. Both tantalum 
and columbium, together with some of the other 
metals produced by the company such as tungsten 
and molybdenum are obtained through a special 
metallurgical process from which are made the vari- 
ous fabricated forms for commercial use. 

Sales of tantalum, which is of growing surgical 
use both here and abroad, are handled through John- 
son & Johnson in the United States and several for- 
eign countries. The company’s products are in highly 
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specialized use mainly in the chemical, aircraft, auto- 
motive and electrical manufacturing industries, and 
their adaptation to electronics and radar equipment 
is of growing importance. Through its extensive re- 
search laboratories, it has been developing new car- 
bides for use in tool and wire drawing ties, together 
with a product known as “Tantung” for precision 
castings. 

By far the most important of the new metals is 
titanium, which is much lighter than stainless steel 
but heavier than aluminum and combines the better 
features of both. The value attached to this metal 
is seen from the fact that some of our most impor- 
tant companies have entered the field recently, some 
of them on an extensive scale. Among them are 
National Lead, New Jersey Zinc, Monsanto Chemical, 
du Pont, Alleghany Ludlum Steel and Kennecott 
Copper. 

The three outstanding qualifications of titanium 
are first, its extremely high melting point which 
makes it of prime importance for such high-tempera- 
ture equipment as jet-engines, rockets and guided 
missiles. Second, its high resistance to corrosion, a 
quality which has many applications in industry and 
which is particularly required by the Navy. And 
third, its light weight which is of obvious value in 
aeroplane structure and equipment. 

While there are a number of processes of manu- 
facturing this new metal, thus far no means has been 
perfected by which a cheap, mass production method 
of extraction could be attained. The ore itself exists 
in abundance in separate places on the earth’s sur- 
face so that the problem of developing large supplies 
of the metal consists in reality of developing efficient 
and inexpensive metallurgical methods. 


Larger Output Awaits Newer Methods 


The difficulty thus far has been caused by the 
gregariousness of titanium which likes to unite with 
gases such as oxygen, hydrogen and nitrogen so that 
even the presence of a small particle of these gases 
may prevent a perfect result. Because of the innate 
nature of the metal to unite complicating the metal- 
lurgical process, present methods of production are 
costly as well as inadequate for the purposes of 
filling current and prospective needs. 

Present costs have brought the price up to between 
$5 and $15 a pound comparing with 19 cents for 
aluminum and 31 cents for stainless steel. Obviously, 
the cost factor is a formidable handicap. However, 
it has been found under various new processes, espe- 
cially the modified “Kroll” process, that costs can 
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be lowered through large scale continuous produc- 
tion, instead of the expensive “‘batch” system. 

Based on the new cost estimates, several large ven- 
tures have been started. Among them are the joint 
investment of National Lead and Alleghany Ludlum 
Steel in the Titanium Metals Corp. With a new 
operation at Henderson, Nevada, where production 
has just been initiated, it is anticipated that output 
of the metal will be 3500 tons next year whereas total 
national production is now only 500 tons a year. The 
two companies will have different functions. 

National Lead will concentrate on refining the ore 
into pure titanium sponge, which is comparable to 
pig iron in steel manufacture; and Alleghany-Ludlum 
will devote itself to melting the sponge into pure 
metal or titanium-base alloys, and then prepare the 
product for the fabricators. This is the first large- 
scale unit of the company but output is being ex- 
panded at other locations. The main effort will be 
to improve techniques and reduce costs. 


Kennecott Copper and New Jersey Zinc 


The Quebec Iron & Titanium Co., of which Kenne- 
cott Copper owns two-thirds and New Jersey Zinc, 
one third, represents an investment of roughly $30 
millions which in itself gives an idea as to the poten- 
tial size of this new industry. Technically, the project 
is still in its early stages but it is expected that 
sufficient progress will be made so that five electric 
furnaces will be in commercial operation in 1952. 

The new plant’s production of titanium-bearing 
slag will be sold mainly to manufacturers of titanium 
oxide for use in the paint, textile, white rubber, 
paper and ceramic industries. When the process is 
more perfected than at present, the plans are to 
produce titanium metal. In view of the extensive 
titanium ore deposits at Lake Allard, Quebec, and 
the new metallurgical installations, production of 
titanium metal should assume satisfactory propor- 
tions in the future. 

DuPont, which is concerned with the manufacture 
of hundreds of different products, is also vitally 
interested in titanium. Through its 60% ownership 
of Remington Arms Co., Inc., it has joined forces 
with Crucible Steel Co. of America. The two latter 
companies have formed the Rem-Cru Titanium Co., 
for the production of titanium and titanium alloy 
metals. In this combination, the new company is to 
receive the titanium sponge from duPont for proc- 
essing. 


Increasing Interest in New Field 


Much research and development has already been 
undertaken by Remington Arms at its Bridgeport, 
Conn., plant. Crucible’s contribution is to expand 
facilities for the actual melting of the metal at its 
Midland, Pa., works. In connection with these devel- 
opments, it is understood that the Government is 
negotiating with duPont to build a plant of a size 
similar to that of National Lead-Alleghany Ludlum 
at Henderson, Nevada. Crucible is already turning 
out 500-pound ingots and soon hopes to be able to 
turn out 1500-pound ingots. 

The Ferro Corp., formerly Ferro Enamel Corp., 
has entered the titanium field through its purchase 
of a 20% interest in the newly formed Horizons 
Titanium Corp. The company paid $150,000 for its 
interest and has an option to buy an additional 10%. 
The project is experimental and efforts for the time 
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being will be directed at finding a process of pro- 
ducing the metal at a lower cost than the “Kroll” 
method. The Monsanto Chemical Corp., has joined 
this venture and will assist in improving the new 
technique at its Dayton, Ohio, laboratories. This 
process is based on special electrolytic reduction 
principles, and it is reported that its application 
is being followed with lively interest by the Navy, 
which believes the new method may bring costs down 
to as low as $1 a pound. Some experts believe the 
Navy estimate may be on the conservative side. 

Another interesting titanium development is the 
Sharon Steel-P. R. Mallory combination. Mallory has 
been manufacturing titanium sponge and is active 
in processing new alloys. Sharon is engaged in rolling 
the metal for use by the fabricators. 


Of Special Value to Aircraft Industry 


Since both International Nickel and Republic Steel 
are vitally interested in stainless steel, it is natural 
that these companies should have an active interest 
in titanium developments, especially since the proc- 
essing of the two metals is practically identical. In 
this connection, it is important to recognize that 
titanium will not displace stainless steel but rather 
supplement it. 

The new industry, while still in the infant stage, 
is of the highest commercial importance. Production 
is now at the nominal rate of about 500 tons a year 
but the new productive additions, especially those of 
National Lead-Alleghany Ludlum and N. J. Zinc- 
Kennecott, will add over 5000 tons to the 1951 output, 
without considering the smaller amounts that will 
be produced by some of the other companies men- 
tioned in the above. 

On the basis of present prices, it is estimated that 
1952 output will be valued at about $50 million and 
possibly as high as $100 million worth will be pro- 
duced several years later. These estimates are based 
on current methods of manufacture. Should the 
hoped-for mass production become possible, the en- 











suing reduction in costs would far more than offset 
the lower prices that would materialize and thus 
increase profits. 

Of perhaps the greatest interest is the application 
of titanium to aircraft manufacture. The Air Force, 
in particular, is impatiently waiting for its use in 
the manufacture of supersonic missiles and aircraft 
frames, in addition to its use in jet engines. At 
present it relies mainly on stainless steel. 

With titanium in full use, it is estimated that as 
much as a 1000-pound saving in weight could be 
affected in certain types of planes. It is obvious 
that such a weight-saving would be invaluable to 
the air transport companies, either through the re- 
sulting reduction in fuel costs, a vital item, or 
through enlarging passenger and freight-carrying 
capacity. With regard to jet engines, titanium is a 
vital necessity as this metal with its extreme resist- 
ance to unusually great heat will permit much 
greater flexibility in the range of this newer form 
of propulsion. 


Investment Potentialities in Early Stage 


With the industry still in its very early stages and 
in a state of rapid change, estimates of its future 
dollar-earning potentials are necessarily more or 
less undependable. In any case, direct investment in 
this industry, outside of extremely small and for 
the most part speculative companies, is not possible. 
The only form of investment is possible by com- 
mitments in already well-established companies in 
collaterial fields which have representation in the 
new industry of varying scope and nature. Naturally, 
the steel companies, with their direct interest in 
stainless steel, are most intimately identified with 
the new metals. 

Based on the size of its new investment, Alleghany 
Steel and its partner, National Lead are in the fore- 
front. Both companies are leaders in their basic 
fields and have operated profitably for many years. 
The new metal will (Please turn to page 414) 
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——¥9 months 1951——- ————-1950---— 
Net Net 
Net Per Net Per Indicated 
Nature of Sales Share Sales Share Recent 1951 Div. Price Range 
new metal alloys Affiliated with: (Millions) (Millions) Price Div. Yield 1950-51 
Allegheny Ludlum Steel........ titanium steel for fabricators | Nat’! Lead ........cccsccsseee| $170.8 $ 4.50 $177.3 $7.07 47 $2.50 5.3%  52%-21% 
Carpenter Steel 0.00.0... | rare earth elements in alloys | licenses process to others.... 10.51 1.751 44.1° 9.90- 50 3.007 6.0 58 -27'4 
Crucible Steel Co. of Amer...! titanium ingots duPont-Remington Arms ....| 151.6 10.49 | ea” 9.74 38% 5 47%4-16% 
BOSON sssccsacesccssssse Saas | titanium sponge see above ........ sc bcpacuese 1,160.4 3.34 1,309.5 6.58 905% 355 39 102%4-60% 
Fansteel Metalurgical .......... tantalum-columbium Johnson & Johnson............... 11.45 1.205 13.8 1.87 26% Sat 19 30%-10% 
Ferro Corp. on... cst experimental metallurgical Horizons Titanium Corp....... | 28.9 3.58 33.4 4.81 33% 1.60 4.7 3858-14% 
| process 
International Nickel ............ | experimental alloys bo ET AEE | 203.2 3.04 228.0 3.21 412 2.60 6.2 42%-25% 
Kennecott Coppet.................. | ore development and titanium | New Jersey Zine................... 233.16 4.655 396.8 8.15 86% 6.00 69 887%-4914 
oxide 
Mallory (P. R.) & Co............| melting titanium sponge— Sharon Steel . 39.1 5.29 34 1.50 4.4 37%-16% 
new alloys 
Molybdenum Corp. of Amer...| rare earths and new WM recess cna toe 11.68 1.468 19.2 1.79 51% 1.007 1.9 8014- 6% 
metallurgy 
Monsanto Chemical ..............| titanium metallurgy RGR O COs ei ccccicreccsesscoiien 207.1 3.34 227.1 5.37 103 2.50 2.3 1071-54 
National Lead .| titanium sponge | Allegheny-Ludium | 295.8 1.46 342.7 2.41 2958 ae aN 33-11% 
New Jersey Zinc see Kennecott | Kennecott .............0000 3.87 5.1) 79 3.00 3.8 83%4-49 
Remington Arms research & development Du Pont-Crucible . 32.66 416 53.2 .68 74 45 60 9%- 3% 
Republic Steel | metallurgical process PURO sos ctnsec ceca cSoscses | 789.9 6.44 881.7 10.53 41% 4.00 9.5 4912-23 
Sharon Steel ............ssccssesseee | processing titanium metal Mallory (P. R.) & Co........... | 127.0 eT 135.4 10.03 41 3.50 8.5 50%-17% 
1—Quarter ended Sept. 30, 1951. 5—6 months ended July 1, 1951. 
2—Year ended June 30, 1951. 6—6 months ended June 30, 1951. 
3—Quarter ended August 31, 1951. 7—Plus stock. 
4_Year ended May 31, 1951. S_Paid 16% in stock dividends. 
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= Outlook for 1952 


any time in recent years. 

The central bank’s present decision to guide the nation 
gradually into an era of higher money rates is based on over- 
all considerations that seek to halt, if not reverse, the infla- 
tionary trend which set in with the commencement of the 
Korean war. At that time, the Federal Reserve remained 
inactive with regard to employing its mechanism for credit 
restriction since it was still engaged in its perennial struggle 
with the Treasury as to which should have final control over 
the credit system. In any case, it did not attempt to reverse 
the enormous expansion in the volume of credit arising from 
the huge war-created demand. Finally in March, the Treasury 
gave up its long struggle to hold government bonds at par, 
and the central bank was able to take its first effective step in 


By J. S. WILLIAMS 


W ren the Treasury’s borrowing rate on dis- 
count bills recently rose to 1.90% compared with the 
almost nominal rate of 0.375% prevailing through- 
out World War II, it practically marked an end to 
the cheap money era inaugurated 18 years ago dur- 
ing the depression by President Roosevelt. The sig- 
nificance of this important development is heightened 
by the obvious fact that the central bank, with the 
reluctant concurrence of the Treasury, to be sure, 
apparently is now willing to adopt restrictive credit 
policies notwithstanding the fact that this has an 
adverse effect on government bond prices, with all 
its implications for the bond market, as a whole, 
and for the entire money rate structure. 

As in Canada, London and other Western centers 
where similar moves have taken place recently, this 
latest step by the Federal Reserve is interpreted as 
an effort to limit borrowing and counter existing 
inflationary tendencies. The manoeuvre is not iso- 
lated but is directly related to other efforts, especi- 
ally the central] bank’s unpegging of government 
bond prices last March when the longer-term issues 
were permitted to break par. The indications are 
thus clear that the authorities have not only antici- 
plated a trend towards higher money rates but are 
actually not attempting to prevent such a trend. 

Emphasizing the change in the money rate situa- 
tion, the principal Federal Reserve member banks 
have quite recently raised the prime commercial rate 
from 234.% to 3%. Last January it was only 134,.%. 
With the immediate result, the raising of the cost 
of borrowing on less desirable paper, the business 
community has suddenly become aware that money 
is going to be a good deal tighter and that the cost 
of borrowing will be considerably higher than for 


396 


restricting credit expansion although it had heralded 
the move in January when it raised bank reserve 
requirements along with margins. 

Since then, the money trend has been steadily 
upward for the short as well as long-term. The situ- 
ation has been rendered more complex at the present 
time since the banks face increased demands for 
funds from defense and collateral industries. With 
little progress made in the liquidation of inventories 
and, hence, in credit lines of consumer industries, 
very little relief is expected by the banking institu- 
tions in the near future. Even the new higher rates 
now prevailing are not expected to have a far-reach- 
ing effect in discouraging borrowing. Further con- 
gestion is anticipated owing to the new requirement 
in the tax law which imposes on corporations the 
burden of meeting 70% of their taxes in the first 
half of the year, whereas previously they were per- 
mitted to space out these payments in equal quar- 
terly installments. This imposes the necessity of 
considerable new short-term borrowing by corpo- 
rations. 


Impact On Capital Market 


While this affects the short-term borrowing situa- 
tion, the long-term capital market is also affected. 
Approximately $5.7 billion in new funds will be 
required in the first quarter of 1952 for planned 
capital expenditures. This represents an increase of 
18% over the same period last year. The bulk of 
this new financing will be through the bond market 
on a long-term basis. 

Though the latest advance in the rate on prime 
commercial paper to 3% was initiated by the large 
member banks and not by the central bank itself, 
the effect on the government bond market was 
immediate. The longest-term Treasury 215% bonds 
due 1967-1972 broke 96 for the first time, at which 
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price they yielded about 2.75% compared with a 
yield of around 2.4% a few months ago. Even more 
striking was the decline in the 2% bonds due in 21 
months which brought the yield up to 214,%. Of the 
36 outstanding marketable interest-bearing issues, 
21 fell to new lows. Of particular importance was the 
decline in short-term issues with the 114s of 1956 
getting down to a 2.11% basis. Equally striking was 
the decline in the 134s, due Dec. 1955, to a 2.25% 
basis. It is thus apparent, especially: since these 
issues have shown little recovery since their break, 
that a radical change has occurred in the short-term 
money market, a condition reflected in the rapid rise 
of yields in the Treasury bill market. 


Confidence of Investors Affected 


At one time, dealers in discount bills were entirely 
unnerved by the absence of bids and the market was 
left practically to itself. This was particularly seri- 
ous since it threatened for a time to disrupt the 
normal relationship between the yields of Treasury 
bonds of varying maturity. However, temporary 
relief afforded the dealers by the central bank has 
since permitted relative stability of the bill market 
though at a range far different than it was less than 
two months ago. 

Naturally, all these developments are of great con- 
cern not only to borrowers, large and small, but 
to the holders of both government and corporate 
bonds. Fears that the longer-term government bonds 
would repeat their performance at the end of World 
War II when they broke well below 90 are com- 
mencing to haunt investors. For years, they have 
been reconciled to low interesting-bearing govern- 
ments as the inevitable accompaniment of a cheap 
money era. During the war, they invested in these 
issues on an enormous scale partly out of patriotic 
impulses and partly because they had been told that 
U. S. government bonds were the “safest” in the 
world. The depreciation in the dollar, however, has 
affected the income value of their governments, 
especially in the past few years, and now that these 
issues are well below par, investors are no longer 
certain as to the wisdom of retaining them. The 
recent stiff raise in money rates has done nothing to 
resolve these doubts. 


Temporary Halting Point 


Actually, the decline in long-term government 
issues has been quite severe in the past year. A year 
ago the 214s of 1967-72 (Dec.) were 100.22 and are 
now 96, and the 214s of 1967-72 (Sept.) which then 
were 103.17 are now 96.16. Several illustrations will 
show how short-term issues were affected. Thus, 
the 2s of 1952-54 (Dec.) which stood at 100.23 a 
year ago, are now 99.10 and the 214s of 1956-59 
(Sept.) which were 102.10 are now 98.30. Issues not 
subject to Federal taxes have naturally held better 
than the rest but since taxable issues represent the 
preponderance of governments, support from partial 
tax exemption is lacking in most cases. 

The course of the government bond market inevit- 
ably is linked with the course of money rates. Prob- 
ably at this stage, interest rates have advanced about 
as high as they can be expected to go during the 
next few months. This is not so much because rates 
could not go higher in the comparatively free market 
which now prevails but because the Treasury still 
has a very great stake in holding government bonds 
JANUARY 
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at least to present levels since future financing pro- 
grams will be greatly affected by the certain Federal 
deficits to come. In this, the central bank is likely 
to be forced to concur as it realizes that the manage- 
ment of the Federal debt requires the most carefu! 
handling. 

It is this artificiality in the situation which pre- 
cludes any long-range forecasting as to the future 
of money rates and the bond market. Furthermore, 
in a national election year such as the present, it 
it is not likely that the Government will encourage 
too drastic action by the central bank despite the 
fact that it is at present passively taking part in 
an anti-inflation program. It would seem, therefore, 
that current money rates are about as high as they 
are likely to be during the first half of the year, at 
least. If this estimate should be correct, it could 
probably be assumed that for the time being, gov- 
ernment bonds have reached a point of stability at 
the current low levels. 


Insurance Companies and Government Bonds 


One element in this situation requires comment 
and that is the fact that very large investors such 
as insurance companies, investment trusts and pen- 
sion funds are not at the moment active participants 
on the buying side of government bonds, although 
the yield on the latter is now relatively attractive. 
The reason for this is that these institutions were 
formerly content to invest in these issues as long 
as par was not broken. Under present circumstances, 
with government support lacking, they are not so 
willing to take the risk of price fluctuations, especi- 
ally since they are now more interested in the 
higher-yielding good-grade new corporate issues in 
which they are investing at a tremendous rate. 

This is one of the prime reasons for the widening 
of the differential between government and corpo- 
rate bond prices. Incidentally, private placement of 
corporate bonds with large institutional investors 
now amounts to about 50% of total bond offerings. 
In such financing, registration is not required un- 
der the Securities & Exchange Act, a feature which 
is conceivably of value to both borrower and lender. 

The weakness in the (Please turn to page 410) 
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Mixed 


With the industrial and rail 
averages still in a moderate trad- 
ing range up to this writing— 
below their major tops of 1951 
but well above the reaction lows 
of November, stock-group action 
remains mixed. However, very 
few groups are currently at new 
lows. The most important of them 
are department store stocks, gold 
mining and tobaccos, all of which 
had already come down much 
from former highs and hence 
were subject to considerable tax 
selling. Groups which currently 
stand fairly close to—some very 
close to—their earlier highs in- 
clude air transport, coppers, fi- 
nance companies, machinery, of- 
fice equipment, oils, natural gas, 
bank stocks, radio-video stocks, 
and natural gas. 


Momentum 


It is easily possible to take 
short-term “trend indications” too 
seriously—looking so closely at 
the trees that you do not see the 
forest. For a broad perspective on 
the momentum of the bull market 
which began in mid-1949—noting 
that it may or may not still be a 
bull market, depending on pene- 
tration of the earlier highs in the 
averages—it is useful to measure 
the percentage gain by the indus- 
trial average in the successive 
phases of advance; and to do so 
from the last two intermediate 
highs rather than from reaction 
lows to the following highs. From 


‘ mid-1949 to late June of 1950, the 
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rise was 41.3%. From the June 
1950 high to the February 1951 
high, the additional rise was ap- 
proximately 12%. From the Feb- 
ruary 1951 high to the high of 
last September, which stands as 
the top to date, the further rise 
was 8.1%. It would take a really 
dynamic shift of investment-spec- 
ulative sentiment to the optimistic 
side, probably requiring impor- 
tant new developments, to reverse 
this evidence of waning forward 
momentum in average _ stock 
prices. It is still possible to make 
speculative profits in individual 
stocks. It is still possible to 
find individual stocks reasonably 
priced for income return or on 
the basis of potentials for long- 
term growth. But the pay-off will 
depend on selectivity. Whether 
you will get any concurrent lift 
from the general direction of the 
market over the medium term is 





an open question. If so, the evi- 
dence heretofore cited suggests 
that at best it probably will be 
less than that in earlier stages of 
the advance. A moderate exten- 
sion of the former highs by the 
averages, should it occur, would 
not change the pattern cited. 


Stocks 


In recent rally periods prior to 
this writing, relatively few indi- 
vidual stocks have reached new 
highs. They include Central & 
South West, Household Finance, 
Marine Midland, Indianapolis 
Power & Light, Southern Com- 
pany, Davison Chemical, Mission 
Company, Transamerica, Dela- 
ware Power & Light, New York 
State Electric & Gas, Pure Oil, 
and St. Joseph Light & Power. As 
for some weeks past, utilities re- 
main most numerous in the list of 
new highs. 








Denver & Rio Grande West. R. R. 


| General Telephone Corp. 
Chicago Pneumatic Tool Co. 
Capital Airlines, Inc. 
Waukesha Motor Co. 
Tishman Realty & Construct. 
Philadelphia Electric Co. 
U. S. Smelting Refg. & Mng. 








Mergenthaler Linotype Co. 


El Paso Natural Gas Bee ath he 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

. 10 mos. Oct. 31 $13.36 $7.45 
12 mos. Sept. 30 3.29 1.99 
10 mos. Oct. 31 2.49 2.22 
9 mos. Sept. 30 9.08 6.60 
10 mos. Oct. 31 2.17 1.39 

. Oct. 31 Quar. 95 -82 
Year Sept. 30 2.26 1.29 
12 mos. Oct. 31 2.10 2.00 

. 11 mos. Nov. 30 2.82 2.72 
Year Sept. 30 4.26 4.00 
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“The Dow” 


Despite its shortcomings, the 
Dow-Jones industrial average 1s 
still a widely used yardstick of 
market movement. It is, of course, 
an average of 30 prominent 
stocks, differing greatly in indi- 
vidual behavior. At this writing 
the average stands roughly 4% 
above its high of last February. It 
may be interesting to note which 
of the 30 stocks have been exert- 
ing an upward pull on it, and 
which have been tending to hold 
it back. Looking first at the latter, 
8 of the 30 issues made highs in 
1950 which were not bettered in 
1951. They are American Can, 
American Telephone (which 
should not be in an industrial 
average), American Tobacco, 
Chrysler, Eastman Kodak, Gen- 
eral Motors, General Foods and 
Woolworth. 


The Winners 


The Dow stocks which impor- 
tantly bettered their February, 
1951, highs and which at current 
prices retain the bulk of the added 
rise are Allied Chemical, Ameri- 
can Smelting, Johns-Manville, Na- 
tional Distillers, Standard Oil 
(New Jersey), and Texas Com- 
pany. That is only one-fifth of 
those in the average. 


Further Look 


Including the 8 issues which 
made their last major highs in 
1950, 14 of the Dow stocks have 
not yet bettered highs made last 
February or earlier. The 6 addi- 
tional stocks in this group, those 
which have not topped February 
highs, are Bethlehem Steel. Inter- 
national Harvester, National 
Steel, Procter & Gamble, Sears 
Roebuck, and United States Steel. 
At this writing, 21 of the 30 Dow 
industrials, or more than two- 
thirds, are either under highs 
made last February, or earlier, or 
only slightly above them, in most 
of the latter cases only fraction- 
ally so. In addition to those here- 
tofore named, this large group 
includes Corn Products, duPont, 
General Electric; International 
Nickel, Loew’s, Standard Oil of 
California, United Aircraft, and 
Westinghouse Electric. When you 
break any average down this way, 
especially one made up of no more 
than 30 stocks, it emphasizes that 
the selection problem is far more 
vital than what the average may 
be doing. 
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Three Oils 


At the present level, the oil 
group is about 34% above its 
1951 low. The comparable gains 
are 64% for Standard Oil (New 
Jersey), 33% for Texas Company 
and 12.5% for Standard Oil of 
California, the three oils in the 
Dow average. Comparing present 
levels with the intermediate highs 
of last February, Jersey is up 
42%, Texas 19% and California 
less than 1.8%. These are top- 
flight oils, with not a great deal 
to choose between them. Differ- 
ences in price-earnings ratios and 
yields have generally been small. 
Jersey’s large 1951 rise reflects 
adjustment to a more liberal divi- 
dend policy. Dividends paid in 
1951 were $4.12! a share, rough- 
ly 65% more than in 1950, where- 
as 1951 earnings probably were 
no more than 30% to 35% above 
1950. On a current yield basis, 
Jersey has now come up roughly 
into line with the other two stocks. 
All three companies are tremend- 
ously rich in oil reserves, all have 
large foreign interests, and all 
have unbroken dividend records 
going back a great many years. A 
difference of some importance is 
that Jersey gets a bigger portion 
of its earnings not only from for- 
eign sources but from a single for- 
eign source—Creole Petroleum in 
Venezuela—than do the other two 
companies. Creole has been a 
“gold mine’. ‘At its present $6 
dividend rate, Creole pays Jersey 
about $146 million a year, which 
is equivalent to nearly 60% of the 
dividends paid by Jersey itself in 
1951, and to about 80% of its reg- 
ular-rate dividend payments of $3 
per share. For long-term invest- 
ment, this column continues to 
prefer oils which are not so great- 
ly affected by the fortunes of a 
single foreign property. 


Hedges 


As a group, U.S. gold stocks re- 
cently sagged to the lowest level 
in a long time, at which they re- 
tain only a little more than half 
of their average 1935-1939 market 
value, while industrials generally, 
at about twice their 1935-1939 
level, have fared nearly four times 
better. Of course the reason is 
simple. Over the years, the bene- 
fit to gold producers of the sharply 
raised monetary price in 1934 
(dollar revaluation) has been pro- 
gressively whittled away by rising 
production costs and higher taxes. 
Gold stocks are not inflation 
hedges, for they are harmed by 
cost inflation at a fixed price for 
gold. They would benefit from an- 
other dollar devaluation—which 
is not in sight—unless a special 
tax were applied to their resultant 
windfall profits, as is conceivable. 
Otherwise, gold stocks are defla- 
tion hedges; for declines in pro- 
ducing costs and a guaranteed 
selling price mean rising profits. 
The coming change for the better 
in this industry situation (post- 
defense easing of economic activ- 
ity) seems more likely at this dis- 
tance to be moderate than dy- 
namic. Even so, gold stocks may 
well reach buying levels within 
1952 promising substantial prof- 
its on purchases. 


UAR 


United Aircraft is the most 
diversified company in the indus- 
try, and one of the strongest. It 
has paid dividends, averaging 
about 55% of earnings, each year 
since payments were started in 
1936. That is a long record in this 
industry, which was a fraction of 
its present size in 1936. United 
probably netted moderately less 
in 1951 than 1950’s $3.73 a share, 
which was the best figure since 
the World War II year 1944, but 

(Please turn to page 418) 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Allied Stores Corp. 


Macy, R. H., & Co. .................. 
Distillers Corp.-Seagrams, Ltd. ............... 


Reynolds Spring Co. o.oo 
Royal Typewriter Co. 0.0... 
Western Union Telegraph Co. .................. 
Federated Dep’t. Stores 

Bangor & Aroostook R. R. ........................ 
Montgomery Ward & Co. ........................ 
U. S. Plywood 


. Oct. 31 Quar. 


1951 1950 
$ .95 $1.94 


. 13 weeks Oct. 27 55 1.39 


Oct. 31 Quar. 1.16 1.95 
Year Sept. 30 78 2.45 
Oct. 31 Quar. -52 1,14 
10 mos. Oct. 31 5.31 
13 weeks Nov. 3 95 1.35 
10 mos. Oct. 31 7.88 
Oct. 31 Quar. 1.84 3.04 
Oct. 31 Quar 88 1.88 
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Business Pattern Shaping up 
for 1952 





(Continued from page 372) 


approximately $20 billion though 
some put the probable figure con- 
siderably lower. In the former 
case, admittedly on the optimistic 
side, the “gap” would be ade- 
quately bridged. In the latter case, 
it would be “nip and tuck.” The 
big question is whether actual de- 
fense production can be stepped 
up as scheduled, and how fast, and 
that question still has to be an- 
swered in the face of an apparent 
paradox. 

The military already has huge 
appropriations and can _ spend 
freely if it chooses. Certainly also, 
the Administration in the man- 
agement of its spending programs 
is not likely to ignore the desir- 
ability of maintaining high eco- 
nomic activity in an election year. 
On the other hand, there is also 
strong conviction in important 
quarters including the Depart- 
ment of Defense that a sound, 
non-inflationary economy is the 
best basis for national defense, 
that therefore it would be unwise 
to spend these vast appropria- 
tions so rapidly as to revive infla- 
tion or otherwise unduly squeeze 
the civilian economy. If this view- 
point prevails and there are indi- 
cations that it will, arms expendi- 
tures will proceed at a slower pace 
than earlier planned. If so, it 
could mean that the spending com- 
ponents will be found in more pre- 
carious balance, with consumer at- 
titudes an important key to the 
outlook. 

Though we are still in the early 
stages of defense production, the 
stresses and strains resulting 
therefrom are already clearly 
with us. And the strains will in- 
crease as allotments of controlled 
materials (steel, copper and alu- 
minum) for civilian manufactur- 
ers, particularly the automobile 
industry, will be further and per- 
haps substantially reduced. This 
is rather freely predicted by the 
controllers in Washington who 
are not optimistic, for instance, 
that unemployment in Detroit, 
currently substantially above the 
100,000 mark, can be eliminated 
in the course of the year. All of 
which shows that a limited de- 
fense effort cannot guarantee full 
or lasting prosperity. 

It has been said that since mili- 
tary spending is playing the domi- 
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nant role in business, the business 
cycle will disappear—at least for 
the duration. But in the longer 
run, it may work in just the op- 
posite way, namely that military 
production may impose the typical 
pattern of the business cycle at a 
time when it itself is the decisive 
element in the economy. After all 
we are late, not early, in the ma- 
jor business cycle, and high, not 
low. And while we have enjoyed a 
tremendous capital goods boom, 
a turn may be at hand. 

It is quite likely that in order 
to reduce the mounting strains on 
the economy, defense spending 
will be spaced out though this will 
by no means offer a guarantee of 
a stable economy, particularly if 
consumer purchasing power is not 
adequate to sustain stable con- 
sumer markets. And signs of im- 
balance between capacity and con- 
sumer demand, particularly in 
soft goods persist. 

That’s why we think that 1952 
will be a somewhat mixed year. 
Expanding military production is 
at the heart of the generally good 
business prevalent today and will 
probably generate somewhat more 
activity in 1952. It will mean 
more “guns” and somewhat less 
“butter.” It could mean high pro- 
duction in one part of the econ- 
omy—that benefitting from pro- 
curement orders; and depressed 
conditions in another — where 
mandatory cutbacks are severe 
and not compensated for by war 
work. In some areas, it could also 
mean something like profitless 
prosperity despite high sales. 

Hence though overall indica- 
tions are constructive, the experi- 
ence of many companies may di- 
verge greatly. Profits generally 
will be under pressure, squeezed 
by rising costs, price ceilings and 
high taxes. In other words, 1952 
will not be a one-way street for 
new records for all. For most cor- 
porations even a high rate of ac- 
tivity won’t mean bigger profits 
than last year, if only because of 
the tax impaet. But profits on the 
whole should remain satisfactory 
with the exceptions noted. 

It is a prospect that more than 
ever calls for a highly selective in- 
vestment approach. Industries 
and companies heavily engaged in 
defense and defense-related work, 
producers of basic materials etc. 
are bound to continue to do well. 
Even if profit margins are slim- 
mer, big volume should have a sus- 
taining effect. By and large, 1952 
will be a big year in production, 
but not without important shifts. 


One sector of the civilian econ- 
omy which is likely to experience 
a pick-up are the soft goods in- 
dustries, in the doldrums for some 
time. Production should be larger 
than last year. Soft goods lines 
have been plagued by excessive in- 
ventories for much of 1951. This 
year should witness an upswing 
of the textile and clothing cycle, 
partly because of the long lag in 
these fields which should have cre- 
ated certain replacement needs, 
but also because high spendable 
income and smaller supplies of 
hard goods should make for a 
moderate shift in the direction of 
soft goods. But competition will 
remain keen, and any improve- 
ment may be gradual. 

To sum up: Defense will call 
the tune in 1952 but consumer at- 
titudes will also be important. If 
their rate of spending increases 
significantly over presently re- 
duced levels, new inflationary 
pressures could well result but at 
this writing there is nothing that 
points in this direction. If con- 
sumer savings are maintained at 
the high rate of recent months, a 
fairly adequate balance is in pros- 
pect despite growing defense ex- 
penditures. 

Strong pressures will be ex- 
erted to increase wage rates as 
union contracts come up for ex- 
tension and workers attempt to 
improve their position. It is one 
element that could inject new up- 
ward pressures on the price struc- 
ture, or add further to the profit 
squeeze on industry, or both. Fu- 
ture developments therefore need 
watching. This being an election 
year, the chances are that the 
price of labor will go up, adding 
to costs. While this may be basic- 
ally inflationary, in the long run 
it would probably become a defla- 
tionary factor in view of con- 
sumer resistance to high prices, 
already very much in evidence. 

Full utilization of our productive 
capacity will mean spot shortages 
in materials and manpower, fric- 
tion and delays, and difficult prob- 
lems in administering the ma- 
chinery for allocating available 
resources between civilian and 
military demands. This spells nu- 
merous dislocations and readjust- 
ments, and wide variations in the 
details of conditions in individual 


lines of business, though probably | 


obscured by the relatively minor 
changes expected to occur in the 
comprehensive measures of total 


economic activity. As far as the | 


latter are concerned, moderate 
gains over 1951 are indicated. 
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The Business Analyst 





MONEY AND CREDIT—The trend to higher interest rates 
continues, and leading commercial banks raised the rate on 
prime commercial loans to 3% last month from a previous 
234% charge. The rise was the fourth in this basic cost of 
credit in recent years, and the highest rate since 1934. Back- 
ground for the rising cost of borrowing and a falling bond 
market was the Federal Reserve’s hands-off attitude as the 
Treasury made tax and loan calls in December totalling some 
$5 billion and commercial banks were forced to liquidate 
Treasury holdings to meet these payments. Instead of support- 
ing the market, the Federal took a hand in tightening rates 
by allowing the yield on new Treasury bill offerings to rise 
from 1.40% on November 28 to a record 1.865% on Decem- 
ber 18. Concomitantly, government bonds fell to new lows and 
corporate obligations sagged. The Treasury’s bank-ineligible 
2\2s of December 1972-67 were down a full point in the two 
week period to close at 96 bid on December 28. Demand 
deposits of weekly reporting member banks rose by $3.2 
billion in the past three months and reached a new all-time 
peak of $54.6 billion on December 19. However the first 
quarter of 1952 should be marked by a sharp drop in such 
deposits because of the tax drain. In the first quarter of 
1951, demand deposits of weekly reporting banks dropped 
by $2.3 billion and a similar trend is to be expected this year. 
This should be a potent factor in checking inflationary forces 
for the near future at least, despite an expected rise in 
defense spending to $4.1 billion monthly in the first quarter 
of 1952 against $3.4 billion monthly in the last quarter of 
1951. The Treasury’s drive to sell Savings Bonds has not been 
very. successful and redemptions have exceeded sales in every 
month of 1951. For the first eleven months of the year, sales 
of E bonds amounted to $2.9 billion while $3.7 billion were 
turned in for redemption. The influx of gold which started in 
July of last year, continues unabated and reflects the favor- 
able balance of payments and confidence in the stability of 
the dollar vis-a-vis other currencies. At the end of the year, 
the gold stock totalled $22.6 billion compared with the low 
of $21.75 billion on June 30, 1951 and a $22.7 billion total 
at the end of 1950. 


—_————_Oo—— _ saan 


TRADE—The last minute Christmas shopping rush in the week 
ending December 27 lifted retail sales above the record total 
for the same period a year earlier with an extra pre-Christmas 
shopping day in the current week accounting for the improved 
showing. Inclement weather was favorable to suburban and 
neighborhood stores at the expense of urban department 
stores. Demand was high for apparel, foods, toys and gifts, 
and a slight increase in television sales was noted. Post- 
holiday clearance sales began immediately after Christmas 
Day. Nation-wide department store sales in the week ended 
December 22 were 2% higher than in the corresponding week 
a year ago. The Saint Louis area made the best showing 
with an 8% gain while the Chicago area with a 1% drop 
was the only one to show a decline. 


— ° 





INDUSTRY—Industrial production held steady in November 
with the Federal Reserve Board’s seasonally adjusted index 
at 218% of the 1935-1939 average, unchanged from Octo- 
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ber. The production of major consumer goods was up 2% in 
November from October levels but far below output in Novem- 
ber of 1950. The MWS weekly Index of Business Activity 
continues to rise and stood at 185.3 for the week ending 
December 22 against 184.1 the previous week. Increased out- 
put of electric power and paperboard was noted while coal 
production was lower and carloadings fell more than sea- 
sonally. 
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COMMODITIES—Prices have been firm in the past two weeks 
and the MWS Index of raw material spot prices closed at 
180.9 on December 28 against 179.9 two weeks earlier. The 
year as a whole has seen a drop in these commodities as the 
index closed at 204.0 on December 29, 1950. A rise in the 
first two months of last year to a peak of 215.4 was followed 
by a drop to 174.8 on August 31 before a slow recovery 
ensued. 

enenmpdpentilibioomaiies 


EXPENDITURES FOR NEW PLANT AND EQUIPMENT— 
in the last quarter of 1951 are expected to total $6.5 billion, 
according to estimates of businessmen, as reported in a joint 
survey by the Securities & Exchange Commission and the Com- 
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Latest Previous Pre- 
Wk.or Wk.or Year Pecorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) _| Nov. 3.3 3.2 1.5 1.55 (Continued from page 401) i 
Cumulative from mid-1940 Nov. 434.2 430.9 — 402.4 13.8 | merce Department. This would be sharply 

FEDERAL GROSS DEBT—$b Dec. 26 259.2 259.4 256.6 55.2 | higher than the actual outlays for this 

purpose of $5.8 billion in the third quarter 

MONEY SUPPLY—$b — eae 54.2 518 26.1 of this year and the $5.8 billion spent in s 
Demand Deposits—94 Centers_ ‘ nig an 9 107 the last quarter of 1950. However, in view 
Currency in Circulation xcs i : ‘ i of the fact that previous estimates for the 

BANK DEBITS third quarter proved to be $1 billion higher 
New York City—$b ee 15.5 11.9 12.4 4.26 | than actual spending, these forecasts must _ 
pegetlhegye a Dec. 19 18.2 15.2 18.2 7.60 | be treated cautiously. With certoin ma- Et 

a 257.5 253.6 234.1 102 terials in short supply it appears that the _ 

PERSONAL INCOMES—$b (cd2) te 170 168 152 66 forecast is on the high side and actual st 
Salaries and Wages fas. 50 48 b 23 capital expenditures may not top third 
Proprietors’ Ineomes__________ = ra 21 20 10 quarter outlays. 7 
Interest and Dividends i 13 13 12 3 * * * Pt 
Transfer Payments ee: 23 22 20 10 October production of PRIMARY 

(INCOME FROM AGRICULTURE) ALUMINUM amounted to 145,293,592 

POPULATION—m (e) (cb) _ 155.2 155.0 152.6 133.8 | bounds, an increase of 6,400,000 pounds 
Non-Institutional, Age 14 & Over__ | Nov 109.0 109.0 109.3 101.8 over the previous month and almost 19,- 

Civilian Labor Force ____ | Nov on sid yw or 500,000 pounds better than October 1950 
ployed oa re fi Poon ys production. For the first ten months of 1951 
Saskaed ih ie Ke nad output aggregated 1,384,000,000 pounds - 
Scaianiaan é = bad = wag | against 1,181,000,000 pounds in the simi- st 
ieiteee i . ‘ : ‘ lar period of the previous year, according 
At Work Nov 59.5 a0 vital 43.2 | to the Aluminum Association. Meanwhile, ~ 
* whilillp Mewre ve yee yon pa pe expansion of plant capacity continues with o 
Man-Hours Weekly—b as : z : é ve sa pounds ert i 
‘ ; to bring total capacity to 1, j } 

EMPLOYEES, Non-Farm—m (Ib) xt re ye ps pounds at the i vA year. Addition we 
— Nov 129 130 13.0 11.7 _ | Of 800,000,000,000 pounds yearly capacity ” 
Factory Nov 40.3 40.4 Aa 40.4 | 'S planned for 1952 and completion of the 

mer mn : wale 1619 1614 151.4 773 expansion program in 1953 will bring ca- 
ie 6525 6521 62.23 21.33. | Pacity to some 3 billion pounds, or double 

Weekly Wage ($) the output potential available at the end = 
Dec. 25 177.4 177.0 1770 925 | of 1950. 

entinengpeiaael Oct. 209.0 207.4 193.9 116.2 — ed 
Retail (cdib) The Noevmber drop in NEW HOUSING (1s 

COST OF LIVING (Ib3)** Nov 188.6 = 187.4 176.4 100.2, | STARTS was characterized as seasonal by i 
Food Nov 231.4 229.2 210.8 113.1 | the Labor Department as homebuilders or 
Clothing Nov 207.6 208.9 194.3 113.8 | started 76,000 new dwellings in that month — 
Rent Nov 138.9 138.2 132.5 107.8 | against 87,300 units in November 1950. 

For the first 11 months of 1951 the total he 

a —. 126 123 12.0 47 | of new homes started was 1,022,600 units “ 

me 42 42 45 1.1. | which was markedly below the 1,302,400 33. 

Durable Goods : pa 8.4 8.1 76 3.6 | Starts in January-November 1950 but had = 
Non-Durable Goods_—_______ | * ' already exceeded the government goal of . 
Dep‘t Store Sales (mrb)___ oe. 0.86 0.86 O82 a 850,000 h f Il ? 10 
Retail Sales Credit, End Mo. (rb2)___ | Oct- pc ee ee ee : 
g Of the total 1951 starts to date 952,500 8 

MANUFACTURERS’ homes are being constructed by private 10 

New Orders—$b (ed) Total __ | Oct. 23.7 21.3 23.7 14.6 | interests with the remaining 7% started by “ 
Durable Goods Oct. 11.4 10.0 12.2 7.1 government agencies. 3 
Non-Durable Goods aes. 12.3 11.3 11.6 fe * * * 2 

Shipments—$b (cd)—Total Oct. 23.6 21.7 22.2 8.3 IMPORTS rose and EXPORTS dropped : 
Durable Goods Oct. 11.2 10.0 10.5 4.1. | during October, the Census Bureau re- 4 
Non-Durable Goods Oct. 12.4 11.7 11.7 4.2 | ported, but results were somewhat distorted 9 

by the New York dock strike. October 7 

BUSINESS INVENTORIES, End Mo. IMPORTS were valued at $832 million E 

Total—$b (cd) Oct. 70.1 69.9 57.1 28.6 against $718 million in September with 5 
Manufacturers’ Oct. 41.3 41.1 sag 164 | most of the increase due to larger receipts 6 
Wh ar Oct. me = saa 4.1 | of coffee, tin, copper, lead, newsprint and 2 
Retailers Oct. 18.7 18.8 WA 8.1 | diamonds. EXPORTS during the month : 

Dept. Store Stocks (mrb) Oct. 2.6 2.6 2.6 1.2 dropped to $1,154 million against $1,232 | | : 

BUSINESS ACTIVITY—1—pc Dec. 22 185.3 184.1 178.2 141.8 | million the previous month. Smaller ship- | | 4 
(M. W. S.)—1—np. Dec. 22 220.5 219.1 210.4 146.5 | ments of chemicals, petroleum, and steel ides 
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K Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
zu Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Nov. 218 218 215 174 mill products accounted for the decline. 
rly Mining _ Nov. 171 174 160 133 Cotton exports on the other hand were 
his Durable Goods Mfr. ___ — | Nov. 275 274 260 220 sharply higher. 
fer Non-Durable Goods Mfr.___ _ | Nov. 188 188 195 151 n * * 
= CARLOADINGS—t—Total Dec. 22 672 -753=—'s747_—s«833B3 Manufacturers’ shipments of PASSEN- 
“d Mise. Freight | Dec. 22 332 «376 «= 375379 GER TIRES, during October, increased 

Ge tC bo Bee 22 65 70 78 156 4.2% to 5,422,649 casings from 5,205,197 
ae Grain Dec. 22 44 51 53 43 in September according to the report of 
ust as the Rubber Manufacturers Association, Inc. 
“al ELEC. POWER Output (Kw.H.) m Dec. 22 7,824 7,667 7,033 3,267 Production of 6,076,880 casings in October 
er SOFT COAL, Prod. (st) m Dec. 22 10.6 11.4 11.2 10.8 was ‘ig ge output for the previous 
ed elimina. — | Dec. 22 524 513 502 44.6 month. With production exceeding ship- 

Stocks, End Mo. canes PC 78.0 76.2 70.5 61.8 ments INVENTORY on hand climbed to 

5 4,315,374 casings from 3,617,900 in Sep- 

PETROLEUM—(bblIs.) m tember and was also higher than the 3,- 
RY Crude Output, Daily : _ | Dec. 22 6.2 6.2 5.8 4.1 483,383 casings in stock at the end of 
92 Gasoline Stocks a, fee 2 118 115 113 86 October 1950. 
ids Fuel Oil Stocks ___ _______ | Dee. 22 43 44 40 94 z . e 
Heating Oil Stocks______—_—— | Dec. 22 . = = = FREIGHT CAR builders maintained a 
5] LUMBER, Prod.—(bd. ft.) m Dec. 22 532 559 550 632 high production rate in November, deliv- 
oe Stocks, End Mo. (bd. ft.) b_- ———-* | Ot. 8.2 8.1 “a 12.6 ering 9,824 freight cars that month against 
= 10,082 cars in October, the American Car 
on STEEL INGOT PROD. (st) m Nov. Bo SS 8.0 7.0 Institute and the Association of American 
vag Cumulative from Jan. 1 Nov. 6.2 87. 88.5 747 Railroads announced in a joint statement. 
ith ENGINEERING CONSTRUCTION NEW ORDERS for 6,752 cars were re- 
51 AWARDS—$m (en) — 173 139 mn 94 ceived in November and the backlog at 
00 Cumulative from Jan. 1 | pee. 27 13,605 13,432 12,352 5,692 the end of the month totalled 129,158 com- 
vie pared with 132,792 cars on order a month 
‘ty MISCELLANEOUS earlier. The production outlook for next 
he Suntibeeed, Mew Orders (ah Dec. 22 154 169 171 165 year is uncertain with the reduction in steel 
aie. Cigarettes, Domestic Sales—b_______ | Oct. 38 31 30 17 allocations to the industry for the first quar- 
a Do., Cigars—m Oct. 591 491 554 543 ter of 1952 pointing to lower output until 
sail Do., Manufactured Tobacco (Ibs)m_ | Oct. 14 19 21 28 the steel situation is relieved. 





b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before terms. 
edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 





























IG (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
b and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
Y rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
lers or week ended December 6. **—Seasonally adjusted. 
nth 
50. THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
tal No-of ——_———1951 Indexes————_ |_ (Nov. 14, 1936, Cl.—100) High Low Dec. 22 Dec. 29 
nits Issues (1925 Cl.—100) High low Dec.22 Dec.29 | 100 HIGH PRICED STOCKS 124.4 107.1 119.4 120.1 
400 334 COMBINED AVERAGE ...... 204.6 172.6 194.1 194.7 | 100 LOW PRICED STOCKS 252.9 208.6 235.3 235.7 
= 4 Agricultural Implements 318.0 246.5 293.3 300.7 5 Investment Trusts 98.9 84.8 98.9 98.9 
° 10 Aircraft (‘27 Cl.—100) 339.1 252.8 296.0 296.0 3 Liquor (‘27 Cl.—100) 1250.1 1066.6 1135.5 1124.0 
51. 7 Air Lines (‘34 Cl.—100) 803.9 634.0 790.9 790.9 11 Machinery 215.9 177.7 2064 2083 
500 8 Amusements ...... if 112.5 86.6 97.3 96.4 3 Mail Order 152.0 125.3 129.3 129.3 
ate 10 Automobile Accessories 257.6 216.2 236.9 239.2 3 Meat Packing 109.1 85.7 97.1 97.1 
b 11 Automobiles . : 46.3 36.1 39.8 40.2 13 Metals, Miscellaneous 314.8 233.0 287.6 290.0 
Y 3 Baking (’26 (CI.—100) 23.2 21.0 21.6 21.4 4 Paper ... 416.9 3443 403.4 403.4 
3 Business Machines ; 410.1 300.8 389.6 398.3 29 Petroleum 447.3 355.0 433.1 433.1 
2 Bus Lines ('26 Cl.—100) 183.1 150.6 150.6 150.6 30 Public Utilities 161.1 142.5 159.7 T61.1A 
d 6 Chemicals ..... Rivaees 427.8 326.0 401.7 405.0 9 Radio & TV ('27 Cl.—100) 32.6 26.6 30.9 31.1 
a 3 Coal Mining ............... 18.3 13.2 14.0 13.9 8 Railroad Equipment 73.8 57.5 63.0 63.0 
us" 4 Communications 72.5 58.3 66.3 66.3 24 Railroads ; 45.4 34.2 40.8 40.5 
te 9 Construction at 73.0 60.2 68.3 68.9 | 3 Realty nae 41.0 34.3 37.8 38.2 
ber 7 Containers : pe ae 490.6 376.5 472.4 476.1 3 Shipbuilding 181.0 139.1 184.4 184.4 
lan, 9 Copper & Brass bias 171.9 126.3 158.8 161.4 3 Soft Drinks 395.5 303.5 320.5 317.0 
vith 2 Dairy Products, <......i002:....0+.: 84.0 75.9 80.0 80.8 _ — & Iron 169.5 134.1 150.3 150.3 
! 5 Department Stores ............ 84.5 64.5 64.5 65.3 ugar ; 77.6 66.5 69.5 71.0 
ipts 6 Drugs & Toilet Articles ..... 235.0 209.4 222.1 226.3 2 Sulphur 655.3 425.4 542.5 546.8 
and 2 Finance Companies ............. 320.3 243.0 308.1 315.4 5 Textiles : . 223.6 189.3 199.4 195.4 
snth YB 200.9 171.4 173.2 176.8 3 Tires & Rubber ; 75.3 5V2 70.4 70.4 
2 Food Stores ... ae 118.4 99.3 102.6 101.5 6 Tobacco . 86.7 75.3 81.0 81.0 
232 | FF | 3 Furnishings cc... 750 618 618 61.8 2 Variety Stores 425.6 301.1 313.4 3103 
hip- | 4 Gold Mining .......................... 779.8 579.3 657.3 629.4 20 Unclassified (’49 Cl.—100) 127.3 109.4 116.3 117.4 
tel A—New High for 1951. 
eet 
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Trend of Commodities 





Commodity futures, on average, have been little changed 
in the past fortnight with the Dow-Jones Futures Index closing 
4 at 189.35 on December 31 against 189.58 on December 18. 
Grains, soybeans, and fats and oils were lower during the 
nt period while cotton prices showed some improvement and most 
4 imported commodities rallied. The May wheat option closed 
: at 25612 on December 31 compared with 25914 on Decomber 
if 18 as some increase in loan repossessions made for easier 
{| cash prices. Export sales under the International Wheat Agree- 

ment have been heavy, totalling 197 million bushels from 
July1-December 20 and leaving only 58 million bushels to be 
supplied under this subsidy quota. It remains to be seen 
whether foreign buyers will continue to show interest when 
l the export subsidy is exhausted. Soybean futures have been 
| weak, dropping some 10 cents in line with lagging vegetable 





oil prices. Supplies of soybeans on the farm appear to be 
large as a result of last autumn’s holding movement. The 
supply picture for fats and oils appears to be somewhat 
improved in view of the reduction in the spring pig crop. 
Cotton futures have been firm although changes have been 
small during the past two weeks. Exports for the season to 
date are running 37% higher than for the corresponding 
period a year ago. If this rate of exports continues, shipments 
for the entire twelve-month period would total 5.8 million 
bushels against 4.3 million shipped last season. Sugar futures 
have been relatively steady and announcement of a 400,000 
ton cut in the 1952 quota from 1951 levels apparently had 
been widely discounted. Cuba is expected to harvest a record 
crop this year. That country’s U. S. quota has been set at 
2,424,571 short tons but this may be increased later. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
Date 2 Wks. 3 Mos. 1 Year Dec. 6 


Dec. 28 Ago Ago Ago 1941 
28 Basic Commodities 327.3 325.9 329.1 367.1 156.9 
11 Imported Commodities . 336.6 334.2 340.1 395.1 157.3 


17 Domestic Commodities ... . 321.5 320.6 322.2 350.0 156.6 


RAW MATERIALS SPOT INDEX 


OEC, 





SEPT. oct. Nov. 


200 








MAGAZINE OF Pe 
WAIL sTReeT INDEX 



































14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
High 214.5 304.7 164.0 95.8 74.3 78.3 658 93.8 
Low ..... 174.8 134.2 1264 836 587 616 57.5 647 
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Date 2 Wks. 3 Mos. 1 Year Dec. 6 
Dec. 28 Ago Ago Ago 1941 


7 Domestic Agriculture 357.8 352.5 352.2 385.8 163.9 
12 Foodstuffs . inticsseneestersivatecssss GOO GOL2 FOO S641 169.2 
NG RW MENOTICIS .... 405005 -ccccesecseasesoureens 318.0 316.7 312.1 355.8 148.2 
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Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 1937 


184.4 111.7 88.9 67.9 57.7 86.46 
123.0 98.6 58.2 489 47.3 54.6 


High ooo... 215.4 202.8 
LOW ooeeeecce. 176.4 140.8 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Schenley Industries 


“IT have been a subscriber to your 
Magazine for many years and have 
found many valuable things in your 
publication and so have extended my 
subscription for two years. 

“T am interested in receiving late in- 
formation on Schenley Industries and 
would appreciate any pertinent data you 


possess.” 
B. W., Ogden, Utah 


Consolidated net earnings of 
Schenley Industries Ine. for the 
fiscal year ended August 31, 1951, 
after all charges, including pro- 
vision for Federal taxes, were 
$22,252,722, equivalent to $5.10 a 
share on 4,361,976 shares of com- 
mon stock outstanding. In the pre- 
ceding fiscal year net earnings 
were $36,915,203, equivalent to 
$8.47 a share on 4,358,226 shares 
outstanding. Schenley sales of all 
products totalled $450,576,264 for 
the latest fiscal year, compared 
with $504,223,369 in the preced- 
ing fiscal year. The decrease was 
in shipments of distilled spirits 
and American wines. Sales vol- 
ume increased during the year in 
beer, import, export, pharmaceu- 
ticals, cooperage and farm-feed 
divisions. 

Assets of the company at the 
end of the fiscal year increased to 
$365,854,949, from $342,174,092 
a year earlier, and net worth in- 
creased to $227,492,218 from 
$213,858,407. The book value of 
the common stock outstanding in- 
creased to $52.15 a share, com- 
pared with $49.07 at the previous 
year’s end. 

In pharmaceuticals, records in 
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the production and sale of penicil- 
lin and streptomycin were set, 
and sales of ethical pharmaceu- 
ticals specialties increased. Four- 
teen new products were intro- 
duced, including new forms of 
pencillin and streptomycin. 

Facilities for the manufacture 
of antibiotics at Lawrenceburg, 
Indiana currently are being en- 
larged, and new production may 
be available early in 1952. Com- 
pany also revealed that arrange- 
ments have been completed for 
penicillin production projects in 
Italy and Denmark, similar to 
those already’ established in 
France, Spain and western Ger- 
many, from which the company 
will receive royalties. 

A feature of the year was the 
progress made in the development 
of quality controlled technique in 
all company divisions. 

Increases during the year in 
distillation permitted greater vol- 
ume from operation of Schenley 
by-product and feed-concentrate 
business. Growing demand for a 
new distillery grain by-product, 
and for a feed supplement for 
both swine and poultry is re- 
ported. 

Dividends in 1951 totalled $2.00 
a share against $1.80 paid in 1950. 
Net earnings for the three months 
ended November 30, 1951, the first 
quarter of the company’s 1952 
fiscal year were $5,776,607, equal 
to $1.32 a share on 4,363,726 
shares outstanding compared with 
$6,992,425 or $1.60 a share in the 
same quarter last year. 






Swift & Company 


“T have a few points loss in Swift 
& Company stock and as this issue has 
been more or less inactive the past year 
or so, 1 am just wondering whether it is 
still good to hold over the long term.” 

C. B., Dallas, Texas 


Total sales of Swift & Com- 
pany in 1951 fiscal year ended 
Oct 27, reached a peak of $2,524,- 
218,323, an increase of $163,104,- 
282 over the previous high in 
1948. Total tonnage handled, how- 
ever, was slightly below that for 
1950. There were sharp drops in 
volume in some divisions of the 
company’s business, principally 
beef and veal. Net profit from all 
of the company’s varied opera- 
tions totalled $12,108,582—a drop 
of 25% from the 1950 net earn- 
ings figure of $16,142,586. Per 
share earnings after income taxes 
were $5.45 for the latest fiscal 
year against $7.27 in the preced- 
ing year. 

In a year of lower earnings, the 
company felt the impact of higher 
income tax rates. Federal income 
taxes payable are greater than the 
earnings remaining after taxes. 
The company is in a sound finan- 
cial condition, with adequate 
working capital. Current assets at 
the end of the fiscal year were 
2.92 times current liabilities. Total 
inventories increased $31,191,891, 
reflecting larger quantities of 
products and supplies on hand, ac- 
quired at higher average prices. 
Swift uses the Last-in First-out 
method of pricing inventories on 
most of its products. Accordingly, 
price advances on products car- 
ried under Life, were not recorded 
as profits. Swift dipped into its 
general reserve fund to wipe out 
flood losses and cost of protective 
measures in three plant cities. 
The total was $2,762,969 after 
allowable tax credits. Damage 
caused by the devastating Kansas 
River flood last July was termed 
greater than any similar disaster 
in Swift’s history. 

Controls imposed by Office of 
Price Stabilization on the live- 
stock and meat industry seriously 
affected company operations. 
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Not all of the company’s prod- 
ucts have been penalized by ceil- 
ings. Items making up about one- 
half of the sales volume have been 
selling at prices below ceiling lev- 
els. These prices have been con- 
trolled by the economic forces of a 
free market rather than by price 
ceilings. Supplies have been am- 
ple, and the indirect regulation of 
demand has been effective. 

The outlook for products han- 
dled by the company is compli- 
cated by uncertainties in the in- 
ternational picture and also by 
Government policies and pro- 
grams. 

The U. S. Department of Agri- 
culture predicts a 10% increase 
in beef and veal supplies in 1952. 
Actually the potential is much 
greater if cattle numbers on farms 
and ranchs are kept at current 
levels, the processing of cattle and 
calves in 1952 could increase as 
much as 30% over 1951. 

Dividends of $2.35 per share 
have been paid in each of the past 
twe years. With sales volume ex- 
pected to increase in 1952 and as 
dividend yield is liberal, the 
shares warrant retention over the 
long term as this is a relatively 
stable issue in the meat group. 


Dresser Industries 


“Please report results of operations 
for Dresser Industries in the past fiscal 
year and would also like to know what 
the outlook for the company is in 1952.” 


O. G., Austin, Texas 


Both sales and earnings of 
Dresser Industries Inc. showed 
noteworthy gains during the fiscal 
year ended October 31, 1951, as 
compared with the preceding year. 

Sales for the 1951 fiscal vear 
amounted to approximately $106 
million as compared with $79,- 
968,546 in the preceding year. 

Net profit for 1951 was ap- 
proximately $5,115,000 or about 
$3.77 a common share. This com- 
pares with net profit of $4,303,043 
or $3.15 per share during 1950. 
Both of these per share earnings 
figures have been adjusted to give 
effect to the recently issued 187,- 
500 additional shares of common 
stock which brought the total 
number of outstanding common 
shares to 1,300,000. 

Earnings during 1951 reflect 
the impact of higher taxes. The 
recently enacted Revenue Act of 
1951 raised the combined normal 
and surtax rates from 47% to 
52%, effective as of April 1, 1951. 
thereby affecting earnings of 
Dresser for seven months of 1951 
fiscal year. The additional liability 
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arising out of the new tax law is 
approximately $293,000 for the 
1951 fiscal year and the entire ad- 
justment was made in the quarter 
ended October 31. 

Funds obtained from the sale in 
October of 187,500 shares of com- 
mon stock will be used, in part, 
to finance acquisition of additional 
machinery, equipment and build- 
ings for certain Dresser compan- 
ies. The expansion of manufactur- 
ing facilities is underway at 
Dresser manufacturing divisions 
and the balance of funds obtained 
will be used for working capital. 

Basic operations within the oil 
and gas industry, which are 
Dresser’s principal markets, have 
been at high levels during the year 
and it appears that drilling activi- 
ties and crude oil production in 
the United States will establish 
new records in coming months 
and this should benefit Dresser. 

Dividends in 1951 totalled $1.45 
a share against $1.40 in 1950. 


Canada Dry Ginger Ale 


“As Canada Dry Ginger Ale has been 
a market laggard in the past year and 
currently is selling near the low of the 
year would be interested in receiving 
late operating record, dividend pay- 
ments and outlook over coming months.” 

R. W., Lexington, Kentucky 

Canada Dry Ginger Ale Inc. es- 
tablished record highs in both 
sales and earnings before taxes 
during the fiscal year which ended 
September 30, 1951. Marnings be- 
fore taxes were $5,977,455 on net 
sales of $61,413,423, compared 
with the previous year $5,451,603 
on sales of $54,403,983. 

Gains were contributed by vari- 
ous divisions of operations, includ- 
ing company-operated plants in 
the U. S., domestic and foreign li- 
censing, and the wine and spirits 
department. 

Heavily increased taxes, how- 
ever, nullified the gains made in 
earnings. Total U. S. and foreign 
taxes on income were $3.819,908, 
compared with $2,273,093 in the 
previous year. After taxes, the 
company’s net income declined to 
$2,157,547, equivalent after pre- 
ferred stock dividend require- 
ments to $1.02 per common share. 
Comparable figures for the pre- 
ceding year were $3,178,510 or 
$1.56 per share. The higher sell- 
ing prices established by Canada 
Dry during 1950 have not affected 
sales volume, which has increased 
in spite of the rise. Excellent 
progress has been made in the 
company’s continuing promotion 
of ginger ale as a popular refresh- 
ment favorite. 


Ten new licensed bottlers 
opened during the year, giving 
the company a total of 155 in the 
U. S., Canada and abroad. A con- 
siderably larger number is ex- 
pected to be added in the coming 
year, principally as a result of the 


recent re-opening of franchising _ 


activities in the U. 8. 

Canada Dry’s wine and spirits 
department reported the highest 
total volume of sales in its history, 
substantially above the previous 
year, with all brands participat- 
ing in the increase. 

Dividends this year totalled 80 
cents a share against 95 cents, 
which included an extra paid in 
1950. 

Prospects over coming months 
appear satisfactory and long term 
growth prospects appear good. 


Artloom Carpet Company 
“T have heard that Artloom Carpet 
Company recently omitted its quarterly 
dividend and if this is so will you please 
give me the reason for this omission. 
Also please state financial condition and 
prospects over coming months.” 


A. H., Chester, Pa. 

Artloom Carpet Company paid 
75 cents per share in dividends in 
1951 and the last payment of 25 











Be ee 


cents per share was made on Sep- | 


tember 1, 1951. Dividend pay- 


ments in 1950 totalled $1.00 per | 


share. 

With inventories in the carpet 
industry still large and prices of 
wool indicating a downward 
trend, and because of the already 
announced use of synthetic fibres 
and cottons, Artloom Carpet omit- 
ted its quarterly dividend recently 
in order to retain its present 
financial strength for capital re- 
quirements. Inventories turnovers 
are less rapid than in normal 
times and more working capital is 
required to finance the company’s 
operations. 

The textile industry has been 
undergoing a period of severe re- 
adjustment. The last half of 1951 
for the carpet industry has been 
most unprofitable. While Artloom 
sales have been substantial thus 
far during the last quarter, lower 
prices will not show sufficient gain 
over the loss incurred in the nine 
months period to give a _ profit 
overall for the year. The Board of 
Directors’ decision therefore was 
to conserve cash and thus the last 
quarterly dividend was omitted. 

However, the company has met 
this difficult period aggressively 
and even though prices remain at 
low levels, planned production and 
sales for 1952 are, so far, as the 

(Please turn to page 422) 
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Plant Expansions 


New Produets 


JANUARY 


COMMERCIAL 


SOLVENTS 


Review of 1951 





The following are highlights of CSC’s activities in the year just ended. 1951 was a year 


of continuing growth and diversification. New products were introduced and new 


markets were developed. Production facilities were enlarged and sales forces were 


expanded. Sales of Commercial Solvents’ six product divisions reached an all-time high. 





An antibiotic feed plant at Peoria, Ill., was com- 
pleted and put into production for the manufac- 
ture of Baciferm. 

The new nitrogen solutions plant at Sterlington, 
La., started in 1950, was completed and placed in 
operation. 

Antibiotic production was increased 3 to 4 
times and unit production costs were sharply 
reduced with the completion of another antibiotic 
plant in Terre Haute, Ind. 

A $20 million expansion program at Sterlington 
was begun to double ammonia and methanol pro- 
duction facilities and provide a unit to make 
ammonium nitrate. Engineering and construction 
are already under way. 

Under construction is a plant in Terre Haute 
to produce dextran, a blood volume expander. 





Compenamine, an entirely new type of penicillin. 
was introduced. The importance of this product 
lies in its virtual elimination of allergic reactions. 
Expandex, CSC’s trade name for its dextran 
product, was manufactured in pilot-plant quan- 
tities and supplied for Government stockpile. 
Baciferm, a bacitracin antibiotic feed supple- 
ment which is effective in stimulating growth, 
reducing mortality, and improving the market 


quality of poultry and swine, was supplied to the 
feed trade. 

Dilan, a new synthetic insecticide, was placed 
on the market. Of particular value in controlling 
the Mexican bean beetle, it has a wide range of 
usefulness. 

The marketing of nitrogen solutions, under the 
name Dixsol, to the fertilizer industry was begun. 

Among other important products introduced 
during 1951 were Tolanate, a hypertensive agent, 
and a diagnostic aid called Dia-Discs—both for 
the medical profession. 


Organization Changes 





In line with the broadening scope of the com- 
pany’s activities, the research, production, and 
sales organizations were enlarged and streamlined. 

New groups established include Veterinary 
Medical Services, Nutritional Research, Chemical 
Market Development, Production Development 
and Quality Control, and three new geographical 
production divisions. 


Financing 





In September, arrangements were completed to 
borrow privately $25,000,000 on 33%4% notes 
maturing September 1, 1972. These funds are 
being obtained to finance the expansion program 
of Commercial Solvents. 


Commercial Solvents Corporation 


EXECUTIVE OFFICES: 17 EAST 42nd ST., NEW YORK 17, N. Y. 


Va, UPS? 





i I 
Big, 
~, 

4 
4 
Fs 
‘ 
4 
£ 
& 


op 


ER AONE 


LLANES CSIR A A 


RE Bea og 


Soc ee adam 
Ce 


‘alien 


He ete? 9 es MOS 


Oe ane 


* 


ETRE RI RE HHI 


ee eT 
9 i I Sea Be OR 


wx, 


aS 


hee sa 


407 

















A young company with lone: 




















CHEMICALS - CHEMICAL YARNS AND FIBERTE:? 


408 THE MAGAZINE OF WALL STREE#ANU 








BERTEXTILES - 


STREEBANUARY 12, 1952 


experience in planned integration 


Although one of the younger companies 
in point of age, Celanese Corporation of 
America has had broad experience in 
planned integration of sources of basic 
raw materials and coordinated develop- 
ment of markets. 


As far back as 1928, shortly after the 
company started producing its principal 
product, cellulose acetate, we faced up to 
the possibility of eventual shortage of 
raw materials. We determined that long- 
term planning plus effective chemical re- 
search was the direction in which to look 
for assurance of raw materials. 


This policy has led, in the United States, 
to pioneering developments in the produc- 
tion of organic chemicals from petroleum 
natural gases to the point where Celanese 
is a leader in this field. Coupled with it has 
been an effective and consistent program 
looking towards the development and cul- 
tivation of the natural markets for our 
raw materials in various manufactured 
forms. The rapid growth in usage of 
Celanese* chemical fibers, such as acetate, 
is an example. 


Recently, Celanese has been extending 
this program to other countries of the free 
world. Developments of important com- 
mercial and economic promise have so far 





PLASTICS - 





been established in Canada, Mexico and 
South America. We are pursuing a policy 
of establishing a group of affiliated com- 
panies jointly owned with local capital in 
areas where the political and economic 
climate is favorable to industrial growth. 
These plants will serve primarily their 
own natural local markets. 


We are also diversifying our produc- 
tion. Some of these affiliates will be en- 
gaged in converting raw materials into 
semi-finished and finished manufactured 
materials while others will produce chemi- 
cal fibers, plastics, industrial chemicals, 
and cellulose products. In addition to in- 
suring abundant supplies of world scarce 
chemicals and cellulose, our Canadian 
operations can be logically expanded into 
a completely integrated forest products 
operation. 


Such diversification of products and 
markets strengthens an industrial com- 
pany in all its parts and offers special ad- 
vantages when distribution of investment 
is carried out on a judiciously selected in- 
ternational scope. Under strong unified 
management we believe that this kind of 
industrial expansion can only contribute 
to stability of earnings and long-term 
profitability. 


*Reg. U. S. Pat. Off. 
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CORPORATION OF AMERICA 


180 Madison Avenue, New York 16 


CELLULOSE 


















Bond Market Outlook 
For 1952 





(Continued from page 397) 


government bond market, acutely 
visible recently but discernible 
since last March, has had a pro- 
found effect on corporate bonds. 
Fluctuations were unusually 
sharp in all classifications of 
non-government issues. Averages 
for high-grade corporate issues 
ranged between 103.5% of par 
down to below 97%, the current 
figure; state and muncipal bonds 
ranged from an average yield of 
1.72% to 2.386%, the latter ap- 


proximately the present basis. 


Treasury bonds fluctuated as vio- 
lently, between an average of al- 
most 102% to the current level 
of about 96.25%. 

Fluctuations of individual rep- 
resentative corporate bonds were 
even more striking in many cases. 
A. T. & T. 25s are now selling 
at about 87 compared with a 1951 
high of 9614; Commonwealth 
Edison 2%s of 2001, offered at 
101.33 last January are now 
about 92; Great Northern 254s of 
2010 with a high of 8514 have 
now slumped to 72; Socony-Va- 
cuum 214s of 1976 are below 90 
against a high of 98, and Union 
Pacific 21s of 1991 which sold 
as high as 9634 are now about 84. 

From these illustrations, it is 
evident that the long-range low- 
coupon bonds were extreme suf- 
ferers from the liquidation in the 
bond market. Medium-term bonds 
fared better. Canadian Nat’! Rail- 
way 414s of 1957 held to a current 
level of about 107 against a high 
of 11152; Michigan Consol. Gas 
3%s of 1967 held to 102 against 
a high of 10514; Firestone Tire 
& Rubber 3s of 1961 around par 
compared with a high of 10314, 
and West. Pen. Power 314s of 
1966 at 105 against 107. It thus 
can be seen that the decline in the 
bond market was not uniform in 
scope. Speculative bonds, mostly 
in the railroad group as might be 
expected, had very sharp declines 
and acted about as poorly as their 
companion stocks. 

From all this it can be seen that 
the bond market, in reaching con- 
siderably lower levels than in sev- 
eral years, is adjusting itself to 
the changed conditions in the 
money market. This is especially 
true since the older bonds must 
now come into competition with 
newer issues that have been com- 
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ing on the market during most of 
1951 and which will come onto the 
market in increasing volume well 
into 1952. Last year, corporate 
financing, public and private, 
amounted to $6.2 billion, of which 
$4.6 billion was in bonds and the 
remainder in stocks. Any such 
rate of bond financing in near-by 
months would bring these new 
issues into direct competition 
with the older ones, especially 
since the yields at which they will 
be offered, will be attractive on a 
competitive basis. Many of these 
new issues are being offered at 
334,% against 314% during the 
earlier part of 1951. 

For the time being prospects 
for the bond market cannot be 
construed favorably. It must be 
borne in mind that the money sup- 
ply has been increasing through 
public conversion of Treasuries 
into cash, and the large increase 
in deposits by member banks of 
the Federal Reserve system. Un- 
der these conditions, the central 
bank has had to take recourse to 
drastic credit restriction in order 
to avoid further inflationary pres- 
sure. 


Future Treasury Needs 


This is the position it takes now 
and is expected to take in the next 
few months. At that time, how- 
ever, the Treasury will come into 
the picture as it then will be com- 
pelled to take its first step in defi- 
cit financing through new bond 
issues, thus requiring a dressed-up 
government bond market. In that 
event, Treasuries would probably 
sell at somewhat better prices 
than at present with a moderately 
tonic effect on the bond market as 
a whole. Thus, while the immedi- 
ate future does not appear too 
bright for bonds, the situation 
may change somewhat in Spring. 

The longer-range future, of 
course, will depend on Govern- 
ment estimates of business condi- 
tions after summer. If it should 
come to the conclusion that the 
business outlook is not as favor- 
able as desired, it is by no means 
improbable, especially during an 
election year, that it may tempo- 
rarily reverse its stand and once 
again resort to an easier money 
policy, with a possibly rejuvenat- 
ing effect on the bond market. 
However, even the Government’s 
power, outside of actual war con- 
ditions, is not likely to be suffi- 
cient to alter the fundamental 
trend towards higher money rates. 





New Currency Moves in 
Britain and Canada 





(Continued from page 383) 


where storage and insurance costs 
are low and where there is no 
danger of a political blow-up. 
Since the Swiss franc is freely 
convertible and no foreign ex- 
change restrictions exist, it will 
not be necessary to smuggle in 
gold, as is done in France. This 
cost of smuggling raises the value 
of gold traded in Paris by $2 to 
$3 per ounce. 

While Europe’s Switzerland is 
once more resuming its role as a 
free trader in gold, Latin Ameri- 
ca’s Switzerland — the little Re- 
public of Uruguay, widely hailed 
as the most advanced democracy 
in all Latin America—is experi- 
menting with a new form of gov- 
ernment. On December 16, voters 
in the little nation abolished the 
office of president and adopted a 
nine-man Swiss-type Council for 
government. This Council will 
represent the nation in all mat- 
ters of internal and external rela- 
tions. The executive degrees will 
be signed by the Council’s chair- 
man. 


Haven For Funds 


The little Republic has been, up 
to now, a sort of haven for capi- 
tal from Europe and the neigh- 
boring Latin American Republics 
—Argentina in particular. Monte- 
video has been one of the most 
active free gold markets in the 
Western Hemisphere. Argentine 
landowners—whatever they have 
left after President Peron’s treat- 
ment—and the new industrialists 
of Buenos Aires keep their money 
salted away in Montevideo to pro- 
tect themselves from the inflation 
that is wrecking the great Repub- 
lic on the River Plate. Several 
hundred million of securities 
owned by Continental Europeans 
are said also to repose in the 
vaults of Montevideo banks. 

It seems, however, that the 
little “Republica Oriental” is hav- 
ing some balance of payments 
troubles occasioned by too heavy 
imports in the past on one hand, 
and on the other hand by the 
price decline of the chief export 
product, wool. One after another, 
Latin American Republics are be- 
ginning to have trouble with the 
widening dollar gap and, as usual, 
they are resorting to the old cure- 
all, import restrictions. 
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This is one of the 52 weekly mes- 
sages posted in Pure Oil offices, 
plants and refineries during the 
past year to help keep our imme- 
diate family informed about its 


company. 























Other ‘Pure Facts,”” which we trust 
you will find as interesting and in- 
formative as our own people say 
they do, include: 


STRINGING PIPE 


The new 1,080 mile Platte Pipe Line, in 
which your Company is a participant, is 
under construction and scheduled for 
completion next summer. With a 100,000 
barrel daily capacity, it will afford an 
increased outlet for Rocky Mountain 
area crude. 


TOOL KIT 


For each employee in The Pure Oil Com- 
pany there’s an average investment of 
over $35,000.00 (average for all industry 
$4,000.00). 


IS THERE A DOCTOR IN THE HOUSE? 


Yes sir, over a dozen in our new Re- 
search and Development Laboratories. 
Along with almost 200 researchers and 
technicians, they are developing new 
uses for petroleum as well as new and 
better products. 


GOING UP 


Contracts have been awarded and work 
at the plant-sites will be started as soon 


iy) 


Z 





// 
1S 


}/ 
if [ 
/, / 4 





Right now 36,585 shareholders 
own The Pure Oil Company. They 
live throughout the U. S. Some 
are men, some are women. Others 
are banks, insurance companies, 
pension funds, schools and col- 
leges, and foundations which rep- & 
resent millions of individuals. 























as materials arrive for a pair of new 
catalytic cracking units for our refineries. 
With other improvements they will keep 
us in the front line of petroleum refining 
companies. 


WELCOME to the Dollarhide 


Gasoline Plant, in Andrews County, 
Texas, one of the nation’s newest natu- 
ral gasoline plants in which The Pure 
Oil Company is a major participant as 
well as operator. 


“YACHT IN OVERALLS” 


That’s the term used by the New York 
Times in an article about one of our 


river towboats. In our complete trans- 
portation services, the blue and white 
W. V. Keeley is our newest addition on 
the Ohio and Kanawha Rivers. 


THIS IS THE 16th YEAR 

for The Pure Oil Company’s Retirement 
Plan. Employees enrolled: 8,425. 443 
Pure Oilers are now receiving its bene- 
fits. 


1451 regular 

Pure Oil employees have worked with 
the company for 20 years or more (aver- 
age length of service of all Pure Oilers is 
10 years). 





We thought you might be interested in the ‘Pure Facts’’ above 
as well as in such current news as this: 


® The Company is continuing its ex- 
tensive exploration program. 


@ Refining is at maximum capacity. 
@ Product manufacture and sales are 
higher than a year ago. 


@ Construction of additions to the 
Company’s two largest plants will 
start shortly in order to increase oper- 
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ating flexibility and the production of 
components for aviation gasoline. 


In short, The Pure Oil Company is 
progressing on all fronts and is in a 
better position than ever to discharge 
its full responsibility to the national 
economy. 


THE PURE OIL COMPANY 





Be sure with Pure 
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Investment Audit of 
Anaconda Copper 





(Continued from page 392) 


Larger volume contributes to 
efficiency in fabricating opera- 
tions, and results in the American 
Brass Company plants as well as 
in the 70 per cent controlled Ana- 
conda Wire and Cable Company 
operations promise to continue 
the improvement experienced in 
1951. Anaconda’s net profit for 
the year just ended is estimated 
to have approximated $6 a share, 
compared with $5.38 a share in 
1950 and with $3.14 in 1949. 

Although it is far too early to 
estimate 1952 earnings, one would 
seem warranted in counting on 
prolongation of the current high 
rate of activity, which might 
mean earnings of $6 to $7 a share 
—assuming no further boost in 
corporate taxes. As a matter of 
fact, management is believed to 
have been assured of tax conces- 
sions in Chile as a condition to 
undertaking its extensive plant 
expansion program to provide ad- 
ditional employment and revenues 
from exports. 


Dividend Raised to $3.50 


‘ Dividends were raised last year 
to $3.50 a share from $3 in 1950, 
and despite large capital require- 
ments for completion of additional 
facilities in Chile as well as for 
construction of aluminum plants 
in Montana, management would 
appear warranted in maintaining 
a liberal dividend policy. Anacon- 
da’s financial position has been 
kept strong. Accelerated depreci- 
ation is anticipated in connection 
with construction of aluminum fa- 
cilities, which would provide a tax 
cushion even though earnings pre- 
sumably would be correspondingly 
reduced by heavy depreciation 
charges. 

Results in the year just ended 
apparently have been enhanced by 
inventory appreciation. The com- 
pany follows a policy of carrying 
finished metals in fabricating 
plants at cost on a “last-in-first- 
out” basis. Accordingly, the in- 
ventory of about $50 million in 
finished metals held at the begin- 
ning of 1951 presumably would 
have had a substantially higher 
market value if prices prevailing 
in the last six months had applied. 

Another reason for optimism 
over Anaconda’s prospects is af- 
forded by the company’s domestic 
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diversification in other non-fer- 
rous metals. As a result of devel- 
opment of modern metallurgical 
processes, a way has been found 
to utilize low grade manganese 
ores mined in Montana, and an 
agreement has been reached with 
Butte Copper & Zinc Co., where- 
by Anaconda operates the latter’s 
manganese and zinc properties on 
a 50-50 profit basis. By this 
arrangement Anaconda supplies 
about 10 per cent of domestic 
manganese requirements and ac- 
counts for about 80 to 90 per cent 
of domestic output. 

An electrolytic process for re- 
fining zinc also has been perfected 
to enable Anaconda-Butte to be- 
come an important factor in do- 
mestic zine production. With 
greatly stepped-up production of 
zine at the Butte mines and pro- 
ject work continuing, it has been 
well established geologically that 
Butte will become the largest zinc 
producer in the United States. 
Lead mines are operated in Cali- 
fornia, while smelting and refin- 
ing plants process ores for other 
producers, including those in the 
Anaconda group. 

Growing demand for uranium 
used in the atomic energy pro- 
gram has spurred search for new 
domestic sources with the result 
that Anaconda exploration crews 
have undertaken surveys of land 
in southwestern areas of the coun- 
try. Negotiations have been un- 
dertaken for study of properties 
owned by New Mexico and Ari- 
zona Land Company whereby An- 
aconda would have first claim to 
any uranium deposits discovered. 
Search is reported to have con- 
centrated near areas where de- 
posits previously had been found 
on land owned by the Atchison, 
Topeka & Santa Fe in New 
Mexico. It is too early to say 
whether this activity holds prom- 
ise of significant development. An 
early announcement regarding 
this project is possible. 

Aside from directly owned min- 
ing properties, Anaconda has 
substantial interests in affiliated 
concerns. The 100 per cent owned 
American Brass Company and 
the 70 per cent owned Anaconda 
Wire and Cable, leading fabrica- 
tors, already have been mentioned. 
These concerns account for be- 
tween 20 and 25 per cent of 
domestic fabricated copper and 
brass output. Then there is the 
100 per cent owned International 
Smelting & Refining Company 
with a big plant in New Jersey. 
The Raritan works handle ore 
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from Miami Copper and Inspira- 
tion Consolidated Copper proper- 
ties. Refining facilities are being 
improved and enlarged both at 
the Raritan plant and near Butte, 
Montana, to handle the projected 
increased output at the Greater 
Butte mine coming into produc- 
tion this year. 

Anaconda holds approximately 
a 28 per cent interest in Inspira- 
tion Consolidated Copper and 
slightly less than 12 per cent in 
Butte Copper & Zinc. North Lily 
Mining is owned to the extent of 
57 per cent, while a 23 per cent 
interest is held in Park Utah Con- 
solidated. Major Latin American 
properties are Chile Exploration, 
owned by Chile Copper Co., ac- 
counting for about two-thirds of 
Anaconda’s copper output. Greene 
Cananea Copper, also about 99 
per cent owned, and Andes Cop- 
per are other Chilean producers 
in the Anaconda group; the latter 
produces gold and silver as by- 
products of copper. Anaconda 
holds a 98 per cent interest. 


Aspects of Foreign Operations 


A discussion of prospects for 
this company would be incomplete 
without observations on the near 
term outlook for the copper in- 
dustry, of which Anaconda is 
such an essential part. Theoretic- 
ally the company is at a disad- 
vantage by reason of its depen- 
dence on Latin American ore, but 
so long as international affairs 
remain so unsettled and mili- 
tary armament expenditures bulk 
large throughout the world, one 
would be safe in assuming that 
demand for copper likely will re- 
main urgent. As mentioned pre- 
viously, under current tax regu- 
lations, Anaconda enjoys an ad- 
vantage in deriving such an 
important part of revenues from 
abroad. It is estimated that about 
two-thirds of our copper imports 
come from Chile and that prob- 
ably 35 to 40 per cent of domestic 
consumption is supplied by over- 
seas mines. 

Political conditions in Chile 
have improved in recent years— 
possibly in reflecting prosperous 
conditions of the mining industry. 
Amicable labor relations have 
prevailed for more than a year, 
while tax legislation has been less 
severe than might have been ex- 
pected. Chilean officials have been 
sympathetic in aiding Anaconda, 
as well as other American mining 
companies, to finance expansion 

(Please turn to page 414) 
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Investment Audit of 
Anaconda Copper 





(Continued from page 412) 


of facilities. Accordingly, the mar- 
ket may have been too conserva- 
tive in appraising valuations of 
Chilean interests owned by Ana- 
conda. 

Because of favorable world 
market conditions for copper, 
Chile has stipulated that 20 per 
cent of output must be reserved 
for shipment to other than United 
States consumers at world market 
prices ranging from the equiva- 
lent of 40 to 50 cents a pound. 
Ceiling prices in this country per- 
mit quotations to rise no higher 
than 2714 cents on Chilean im- 
ported copper. Prospects are re- 
garded as promising for conces- 
sions by the Chilean government 
either on new tax rates or on 
foreign exchange whereby Amer- 
ican producers may be encouraged 
to expand operations. Induce- 
ments include regulations permit- 
ting a larger take in dollars on 
Chilean operations. 

It seems apparent that the na- 
tional emergency has afforded an 
opportunity for Anaconda to 
strengthen its Latin American po- 
sition and to speed diversification 
programs in this country that 
hold promise of greater stability 
of earning power in the future. 
Accomplishment of these aims 
might seem to warrant a more 
generous appraisal of shares of 
this leading representative of the 
non-ferrous metal industry. 

Obviously the company is very 
much on the move. Considering 
near term and longer term poten- 
tials, Anaconda stock yielding 
about 6% at current price of 
around 50, appears moderately 
priced and should have a good 
measure of investment appeal. 





Studies in Specialties— 
New Light Metals 
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enlarge the scope of their opera- 
tions and place them in an even 
stronger competitive position. The 
other steel companies that will 
share directly in the progress of 
titanium, as mentioned previously, 
are Sharon, Crucible and Repub- 
lic Steel. 

Just how optimistically the out- 
look for titanium is viewed in 


interested quarters is evident 
from a recent statement by Joseph 
A. Martino, president of National 
Lead Company. 

“Titanium metal production 
should take a healthy jump up- 
ward in 1952,” Mr. Martino feels. 
“Estimated output for 1951 was 
about 700 ingot tons. Production 
from our Titanium Metals Corpo- 
ration of America plant in Hen- 
derson, Nevada (jointly-owned 
with Allegheny Ludlum Steel Cor- 
poration) will grow until it 
reaches a ten-ton a day level of 
production sometime in 1952. 
Smaller operations within our 
company in other plants will con- 
tinue, adding smaller quantities.” 

“Demand for titanium metal 
grows continuously. Military 
needs alone should absorb 1952 
production of the metal, with ci- 
vilian requests in abeyance until 
greater production can be 
achieved. For jet aircraft engines, 
aircraft structural parts, marine 
installations, military ordnance of 
all kinds, acid-handling plants— 
anywhere where strength with 
light weight and resistance to cor- 
rosion are needed—titanium metal 
performs magnificently. We are 
highly optimistic over titanium 
metal’s place in the future.” 

In a different industry but one 
vitally linked to future develop- 
ments in the new field is Ferro 
Corp. This company has a domi- 
nant position in porcelain enam- 
els which require the use of 
titanium dioxide pigments. 

International Nickel, without 
reference to any future benefits 
from new metallurgical processes 
deriving from titanium, is a domi- 
nant concern in its field with the 
stock possessing considerable in- 
vestment merit. 


Among the very large com- 
panies with a stake in the new 
industry, New Jersey Zinc, Ken- 
necott and duPont have the widest 
investor interest. The investment 
of duPont in titanium is small, of 
course, in comparison to its gen- 
eral stature, and per share gains 
deriving from this source neces- 
sarily must be proportionately 
small also. The same is not quite 
so true of the other two, Kennecott 
and New Jersey Zinc, which have 
a much larger investment and 
whose future earnings on a per 
share basis could be influenced by 
prospective gains from titanium 
production. 

In the accompanying table, we 
present a list of companies which 
are engaged in one form or an- 
other in the production of new 





metals, from ores to finished prod- 
ucts. Of special interest to in- 
vestors is the information regard- 
ing the various affiliations or 
inter-relationships. We have in- 
cluded Mallory and Remington 
Arms, both unlisted, because of 
the interest of several well-known 
and large companies in these two. 
The others are all representative 
issues, many of them with well- 
established dividend records. 





Companies Likely to 
Maintain or Increase 
Their Earnings in 1952 





(Continued from page 386) 


eventually go into production. 

While earnings have been af- 
fected by higher taxes in 1951, the 
company at least has good protec- 
tion from the excess profits tax. 
The change in the company’s 
earnings position in recent years 
can be seen from the fact that 
earnings in 1951 were probably 
twice the $1.78 a share reported 
for 1947. Progress in sales dur- 
ing the year just passed was espe- 
cially notable with nine months’ 
1951 sales of $46.4 million, almost 
equivalent to $52.2 million for all 
of 1950. Net income was propor- 
tionately satisfactory, with $3.9 
million for the nine months 
against $4.4 for the entire year 
of 1950. 

In recognition of this improve- 
ment, the company declared a 15- 
cent extra, bringing the year’s 
total to $1.75 a share. At the cur- 
rent price of 33, the yield is 5.2%. 
Considering the basic improve- 
ment in the company’s position 
and the clearly defined outlook 
for further progress, it would 
seem that the stock warrants re- 
tention from the longer-range 
investment standpoint. 

International Telephone & Tele- 
graph Corp. in 1951 probably has 
just about equalled the $2.38 a 
share earned in 1950. While this 
may not seem like a spectacular 
performance, in reality is an ex- 
ceptional record for the company 
which in the post-war years up to 
1950 did not fare any too well. 
Principal reason for the improve- 
ment in I.T.&T.’s affairs is the 
record volume of business of its 
subsidiary, Federal Telephone & 
Radio, which, it is reported, has 
more than $100 million in war 
orders. Additional income was 
also gained from another subsidi- 

(Please turn to page 416) 


THE MAGAZINE OF WALL STREET 





rod- 
in- 
ard- 
or 
in- 
rton 
. of 
own 


The Silent Promise 








af- 
the 
tec- 
WAX. 
1y’s 
ars 
: 
ried There’s a clangor and burly bustle to much of America’s in- 


oi dustry as it pours out its production to the nation. To most 
vai of us, it’s a reassuring sound, for it speaks in many voices of 
all ; } j 
> the promise of a land...a land devoted to its way of life, 
3.9 determined to defend its principles. 


ths 
ear 








ve- 
15- 
ur’s 
ur- 
 % ' ree we 
, ‘i them is the petroleum industry of America. civilian and military needs. 


ion That is why, to the average spectator, there is 


B: there are other industries which serve —_ working at top-level speeds, twenty-four hours 
equally as well ina less strident way.Among —a_ day, to assure fulfillment of the nation’s 


: Yes, Tide Water’s Bayonne plant — one of the 
ae little about a refinery that calls attention to agian petted P 
) 


; ; ; finest in the country — is working quietly and 
re- itself. Outwardly, its vast physical size seems y “— 


nge I ae efficiently around the clock. If you should 
ine s us. ; 

. chance to see it, or any other great petroleum 
ele- 


“<wo Yet oil refineries and catalytic cracking plants, plant, we hope you see it for what it is—a silent 
Ba such as the one at Bayonne, N. J., operated by —_— promise of alert and constant service to our 


the Tide Water Associated Oil Company, are nation. 


any 
D to 
yell. 
yve- 
a4 TIDE WATER 
- = S=> ASSOCIATED 
has New York 

war 
was 
idi- | 


OIlL COMPANY 














EET 
JANUARY 12, 1952 415 














Companies Likely to 
Maintain or Increase 
Their Earnings in 1952 





(Continued from page 414) 


ary, American Cable & Radio. On 
the other hand, progress is slow 
tinue, adding smaller quantities. 
in its acquisition, Capehart-Farns- 
worth. 

International Tel. & Tel. is un- 
dergoing a fundamental change in 
its overall operations and its ex- 
pansion into equipment manufac- 
turing and other associated lines 
is expected to bring improved 
results over the longer period. In 
the meantime, it is handicapped in 
its foreign business by exchange 
difficulties so that exceptional 
earnings gains should not be ex- 
pected in the near future. How- 
ever, the company has shown a 
capacity to overcome past diffi- 
culties, and widening corporate 
activities offer a sounder base of 
operations. 

Based on the nine months fig- 
ures for 1951, it would appear that 
sales for the entire year about 
equalled those of the preceding 
year, with $178 million for the 
first three quarters against $216 
million for all of 1950. Net income 
for the first nine months was 
$12.6 million against $15.5 million 
for the full year 1950. Based on 
this result, 1951 should have pro- 
vided net income about equal to 
1950. 

Reflecting its improved posi- 
tion, the company recently in- 
creased its quarterly dividend 
from 15 to 20 cents. Ordinarily, it 
would seem feasible to forecast a 
further increase in dividends but 
the company is going through a 
process of quasi-reorganization 
with its new acquisitions, and fur- 
ther dividend increases will prob- 
ably have to wait. Assuming the 
20-cent quarterly dividend contin- 
ued, the yield at the present price 
of 16 would be 5%, but only 3.9% 
on the indicated dividend for 1951. 

Continental Can Company, Inc. 
has continued the satisfactory 
earnings record it established 
since 1947. While not quite up to 
the $4.52 a share earned in 1950, 
the company probably has earned 
in excess of $4.00 a share in 1951, 
based on the nine months’ earn- 
ings of $3.75 a share. Of greater 
importance is the fact that the 
company, which had only a fair 
record of earnings during World 
War II, has substantially im- 
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proved its earning power since 
that period. In the four years, 
1948-1951 (last year estimated) 
it earned $16.77 a share, paying 
out in dividends $7 a share in this 
period, and leading retained prof- 
its amounting to $9.77 a share. 

Contributing to the better profit 
showing in the third and fourth 
quarters of 1950 and the first 
three quarters of 1951 was a court 
ruling limiting “requirements 
contracts” with customers to one 
year, eliminating discounts on 
“quantity” purchases, and insti- 
tuting service charges and various 
other adjustments covering vari- 
ous phases of operations. It seems 
therefore that one of the reasons 
for betterment in the affairs of 
Continental Can is improved con- 
trol over costs. 

The company, which is the sec- 
ond largest manufacturer of metai 
containers, has developed newer 
fields in recent years, especially 
in the paper, paper container and 
fibre drum divisions. These latter 
products are held to possess the 
greatest potentialities for future 
growth. 


Diversification Aids 
Earning Power 


Diversification of products has 
been another aid in improving the 
company’s earning power. Capa- 
city for servicing the Florida 
citrus pack has been increased by 
50% and it is expected that the 
company will obtain a satisfactory 
portion of the California citrus 
pack, in addition. This enables the 
company to spread out its manu- 
facturing activities throughout 
the year, whereas formerly most 
of the metal container business 
was concentrated in a six-months 
period. 


In the past few years, Conti- 
nental Can has made very large 
expenditures for plant improve- 
ment and additions and new equip- 
ment, having totaled about $80 
million for the period 1948-1950. 
Among some of the additions are 
new facilities for the metal can 
plant at Los Angeles, California; 
a new can plant at Auburndale, 
Florida, and of especial import- 
ance, new facilities at Birming- 
ham, Alabama, to meet the enorm- 
ous growth in demand for frozen 
juice concentrate in cans. The fish 
canning part of the business is 
also receiving increased attention 
with a new plant at Terminal 
Island, California. 

The company remains in a 
strong financial position but capi- 





tal requirements for the improve- 
ments mentioned and others 
planned necessitated new financ- 
ing, including a $15 million of 
314,.% deLentures and about 104,- 
000 shares of $4.25 cumulative 
second preferred stock. About $85 
million in additional extensions 
are planned through 1954 which 
will require an additional $15 mil- 
lion in financing, the balance to 
be paid for out of retained earn- 
ings. All told, since 1946, includ- 
ing projected expenditures 
through 1952, the company will 
have spent about $200 million on 
plant expansion. 

The common stock has remained 
in a comparatively narrow range 
for a considerable period. During 
the past two years, it sold between 
approximately 30 and 45. At cur- 
rent prices of about 4214, it yields 
4.7% on its $2 annual dividend. 
The issue is characteristically con- 
servative in its price movements 
but is attractive as a semi-invest- 
ment, especially in view of the 
company’s progress and frowth 
prospects. 

Cerro de Pasco Corp. is an ex- 
treme beneficiary of two circum- 
stances. One being the much 
higher prices the company is re- 
ceiving for its products, princi- 
pally copper, lead and zinc; and 
the other, much lower direct and 
indirect taxes. The latter, under 
the authority of the Peruvian gov- 
ernment, is now at a flat 32% rate 
comparing with the previous 52% 
rate. The new rate is now also 
substantially the United States 
tax rate. This differential in taxes 
as between what the company is 
now paying and that charged 
against American producers gives 
it a great advantage as to earn- 
ings. 

Cerro de Pasco has been turn- 
ing from mainly a copper pro- 
ducer to a producer of zinc-lead. 
As a matter of fact, the company 
has eliminated the word “Copper” 
from its title and it is now known 
as the Cerro de Pasco Corp. Zinc 
and lead reserves are now larger 
than that of copper, with indi- 
cated zinc reserves probably 
equivalent in tonnage to the com- 
bined reserves of both copper and 
lead. With foreign zinc selling 
anywhere from 7 to 12 cents a 
pound above U.S. prices, the com- 
pany has a great advantage. The 
same applies to lead, though the 
spread here is not nearly so great 
and is in fact being narrowed 
rapidly. Zine at 2614 cents a 
pound (world prices) compares 
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Companies Likely to 
Maintain or Increase 
Their Earnings in 1952 
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with less than 7 cents in 1940, 
and lead is also proportionately 
higher, world prices now being 
about 1914 cents a pound, against 
slightly over 5 cents a pound in 
1940. 

The company’s earnings have 
reflected and continue to reflect 
the very great increase in prices 
which has taken place since the 
_ Korean war. For the first nine 
months of 1951, earnings per 
share were $9.09 against $5.41 for 
the entire year of 1950. It is esti- 
mated that the company has 
earned about $10.50 a share for 
1951. 

Like other producers of metals 
in short supply, Cerro de Pasco 
faces an extended period of de- 
mand for its products. Prices for 
the latter, of course, have been 
abnormally high in world markets 
and indications are that these 
unusually high levels will not be 
maintained indefinitely. However, 
with U.S. prices as the minimum 
that can be expected for an in- 
definite period, or as long as the 
present immense armament pro- 
gram continues, it would seem 
that the company will secure sat- 
isfactory prices for a long time 
to come. 

As a result of the long up-swing 
in the company’s production at 
high prices and especially as a 
result of the very favorable tax 
position, earnings for the next 
year seem practically certain to 
be very satisfactory. The stock 
has kept pace with these develop- 
ments and is now selling at about 
53, compared with a low in 1950 
of 175%. Cash dividends are at a 
conservative rate, only $2 a share 
being paid out. On the other 
hand, the company supplemented 
these dividends with 5% in stock 
early last year. It would seem 
reasonable to expect at least a 
similar disbursement some time 
this year, in view of the wide 
spread between earnings and cash 
dividends. 

Capitalization consists solely of 
1,178,984 shares, of which the 
American Smelting & Refining 
Co. owns 15%. 

Tidewater Associated Oil Co., 
which is controlled by the Pacific 
Western Oil Corp. and subsidi- 
aries, has turned in an exceptional 
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earnings record in the past year, 
even for the generally prosperous 
oil industry. In the first nine 
months of 1951, the company 
earned $4.19 a share against $3.62 
the year previous and it is esti- 
mated that the full year returned 
about $5.25 a share. This com- 
pares with $5.17 a share in 1950 
and $4.20 a share in 1949. 


The company had fully antici- 
pated federal tax requirements 
for the first three quarters so that 
the new law coming into effect 
Nov. 1 last year did not compel 
any revision of earnings as stated. 
With net sales for 1951 estimated 
at around $400 million, an in- 
crease of approximately 10% 
over the year previous was 
gained. Net income for the first 
nine months of 1951 was $26.7 
million against $23.4 million the 
year previous, a gain of about 50 
cents a share. 


Net production of crude oil and 
natural gas liquids were 27.7 mil- 
lion barrels for the period, an in- 
crease of 4.5 million barrels over 
the preceding year. During this 
period, the company undertook 
capital expenditures of $21.5 mil- 
lion. A good part of the increased 
expenditures is due to new plant 
and especially to new drilling 
activities, as the company has em- 
barked on a program to increase 
the ratio of its crude products to 
its refinery operations. 


Tidewater Associated is highlv 
integrated and operates in all 
branches of the petroleum indus- 
try; development of oil and gas 
lands, natural gas, transportation, 
refining and distribution. Prod- 
ucts are distributed throughout a 
good part of the United States 
and some _ foreign countries. 
Trade-marks are among the best 
known: ‘“Tydol” and ‘“Veedol” 
being especially familiar. 

Dividends were paid at the rate 
of $1.60 a share in 1949, $1.90 in 
1950 and $2.15 in 1951. Dividends 
have been paid without interrup- 
tion since 1936, attesting to the 
sound earnings position of the 
company. Working capital is 
ample, standing at about $84 mil- 
lion at the end of the third quar- 
ter of 1951. . 


With earnings running at ap- 
proximately 214 times current 
dividends and prospects for con- 
tinued good earnings in 1952, it 
would seem that a further in- 
crease in dividends is indicated. 
At the current price of 42, the 
yield is 5% on the dividends paid 
for 1951. 
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no doubt will fare better in 1952. 
Its peak earnings in the World 
War II period were $5.24 a share 
in 1941. Adjusted for a 20% stock 
dividend last May, the stocks’ 
peak price was 44//, early in 1940. 
As noted here before, aircrafts 
are early movers in war and semi- 
war markets. It is now at 315%, 
against a high of 3434 last May, 
which only fractionally bettered 
the February high, and a 1949 
low of 1634. The stock has sold 
importantly above its present level 
only at some times in 1939, 1940 
and 1941; and in each of those 
years, as well as in all other years, 
it has sold moderately to largely 
below the present level. 


Air Conditioning 


It is probable that home air 
conditioning (unit coolers) has a 
major boom ahead of it, when eas- 
ing defense needs make more ma- 
terials available; and that there 
will be a small gain even in 1952 
output, against the trend of 
shrinkage in other home appli- 
ances. No company is solely in this 
business. Even such specialists as 
Carrier and York do much more 
volume in commercial and indus- 
trial work than home units; while 
to a company like Philco, air- 
conditioning units probably will 
never loom large relative to the 
total of the various other lines. 
The best speculative bet might 
turn out to be Fedders-Quigan, for 
a number of reasons. First, and 
by no means unimportant, the 
stock has had a sharp decline from 
earlier 1951 high of 277% to a low 
of 1114, from which it has rallied 
only to 143%. Second, business in 
the previous No. 1 line of prod- 
ucts—radiators and other auto 
parts sold most largely to Chrys- 
ler—is depressed and subject to 
some probable longer-term im- 
provement. Third, air-condition- 
ing units, already important, may 
well pass the auto products in 
total volume in due time. Units 
marketed under the Fedders- 
Quigan name have had good trade 
acceptance. In addition the com- 
pany manufactures units in vol- 
ume, on a contract basis, for mar- 
keting under their own names by 
Radio Corporation, Crosley and 
others. There is no apparent need 
to be in a hurry about buying this 
stock, however. 
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Look What's Happening 
in New Jersey... 


We here in New Jersey... The Crossroads of the East... 
look forward to big happenings in 1952. 


The next 12 months will see a number of large new develop- 
ments . . . public and private . .. in operation. It will see the 
growth of attendant industrial operations . . . both large and 
small. It will see the growth in population and subsequent housing. 


All around us we can see quickening activity in both defense 
and non-defense production. We feel assured that New Jersey's 
economy will be one of the highest in the country. 


Major factors contribute to the growth of New Jersey ... 





For more information 
about the activity in man- 
ufacturing circles in New 
Jersey today, write for 
your copy of the new 
brochure, ‘‘An Industrial- 
ist's View of the Cross- 
roads of the East."’ 


Write us: Dept. S 
80 Park Place 
Newark 1, N. J. 


JANUARY 12, 1952 


The great markets of New York and Philadelphia . . . the well- 
integrated system of transportation, by rail, truck, air and sea 
. . . the expanding core of top-flight research facilities .. . the 
continuing supply of skilled craftsmen . . . the highly-valued 
diversification of production . .. all these advantages are a vital 
part of New Jersey. 


During 1952, the great new New Jersey Turnpike will be 
completed, connecting traffic between New York and Wilming- 
ton, Del. Another important new highway, the Garden State 
Parkway, will be extended to the north. A new bridge will 
span the Delaware River at Trenton. 


Steel will start to roll this year from the U. S. Steel plant 
across the river from Trenton at Morrisville, Pa. The effect of 
this giant plant on industry is felt throughout New Jersey, par- 
ticularly in the Central and Southern areas where many manufac- 
turing newcomers, mainly service industries and fabricators and 
manufacturers of steel products, are transforming agricultural 
acres into new industrial communities of high importance. 


Public Service plays its part as a citizen of this great state 
by having ahead of demands those essential services—Electricity 


and Gas. 


Public Service Electric and Gas Company 
Newark, New Jersey 


A Public Servant of a Great State 
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company can estimate, in line to 
meet conditions. Even though 
markets will be highly competi- 
tive, management feels optimistic 
about sales possibilities with its 
new lines among which are cot- 
ton broadlooms which have met 
with an excellent reception mar- 
ketwise. Net current financial po- 
sition is strong and company is 
expected to receive a full share of 
the business available in its line 
in 1952. 


A. M. Byers Company 


“I would appreciate receiving data on 
earnings of A. M. Byers Company, sales 
volume and dividend payments.” 


F. Y., Wheeling, West Virginia 


Sales of A. M. Byers Company 
for the fiscal year ended Septem- 
ber 30, 1951, totalled $37,820,257, 
a new high record for the com- 
pany. 

This figure compares with total 
sales of $20,659,632 for the pre- 
ceding fiscal year and $31,710,812 
in 1948, the previous high record. 

Net earnings for the 1951 fiscal 
year amounted to $1,746,009, 
equal to $5.34 a common share. 
Last year Byers reported a net 
income of $331,870, equal to an 8 
cent loss per common share. How- 
ever, this period included 53 days 
of complete shutdown due to the 
steelworkers’ strike which began 
October 1, 1949. The rise in sales 
of the company’s basic line of 
wrought-iron pipe and other prod- 
ucts was due to continued strong 
demand from regular customers 
and the further stimulation of de- 
fense requirements. On one prod- 
uct—steel produced in the com- 
pany’s own electric furnaces con- 
structed during World War II— 
volume increased nearly three 
times over the previous year. 

The company disclosed that a 
contract had been entered into 
with Midland Coke Company, 
wholly owned subsidiary of Cru- 
cible Steel Company of America, 
for delivery of up to 6,000 tons of 
Bessemer pig iron per month, be- 
ginning in late 1952, represent- 
ing about 40% of Byers’ total 
normal needs of this raw ma- 
terial. In making this arrange- 
ment, Byers lent Midland $550,- 
000 on a note maturing September 
1, 1959, with interest at 314%. 
This note, guaranteed by Crucible 
is to be liquidated at the rate of 
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$1.75 per ton on each ton of pig 
iron shipped Byers, with any bal- 
ance payable on maturity date. 

Consolidated balance sheet as 
of September 30, 1951 showed 
current assets of $12,540,188, cur- 
rent liabilities $5,288,711 leaving 
net working capital of $7,251,477. 
This is a current ratio of 2.37 to 1. 

Dividends per common share in 
1951 totalled $2.25 against $1.50 
per share in 1950. 





Which Industries Offer Best 
Prospects For 1952? 
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outlook for heavy demand for 
petroleum and its products is as- 
sured. 

In fact the industry which ap- 
peared to be faced with problems 
of overproduction and excessive 
inventories as recently as mid- 
September is in substantially bet- 
ter position today as the result of 
the record-breaking level of oil 
consumption. The inventory situa- 
tion is considerably improved and 
if the present trend continues, it 
may be necessary to increase 
crude oil production (recently 
curtailed in some areas) to main- 
tain inventories at adequate levels. 
Additionally, a continued firm 
price structure is indicated. 

All of which augurs well for oil 
company sales and earnings this 
year. The former might show fur- 
ther moderate gains on top of the 
big increases registered in recent 
vears. Earnings, despite higher 
taxes, should be relatively well 
maintained around their present 
substantial levels and in some 
cases may even tend somewhat 
higher. 

The industry’s tax position is 
good, aided by heavy depletion 
and intangible drilling costs al- 
lowances, an advantage which has 
helped make oils the outstanding 
market favorites in recent months. 
Despite substantial outlays for 
expansion and improvements, and 
large drilling and development ex- 
penditures, dividends should be 
well maintained. 


PUBLIC UTILITIES—Electric 
power production has been break- 
ing all previous records and indi- 
cations are that this trend will 
continue indefinitely. Thus despite 
tax inroads, public utilities find 
themselves in a more favorable 
position with larger earnings, and 
ultimately dividends, in prospect. 


As far as 1951 results are con.) 
cerned, they will show record sales) 
and revenues and a smaller-than. 
anticipated dip in earnings stem. 
ming from tax impacts. 

As to 1952, the prospect is that 
the need for electric power will 
continue to outstrip the rate at 
which output is being increased. 
Despite steady postwar expansion, 
and anticipated 1952 construction 
outlays of $2.75 billion, more 
power shortages appear inevi- 
tably until the industry’s expan. 
sion program is completed. Right 
now, materials shortages and de. 
lays in equipment deliveries are 
retarding its progress. 

Generally in the months ahead, 
revenues of electric companies 
should extend their upward trend, 
aided by the high rate of indus. 
trial activity throughout the na- 
tion and increased consumption 
by residential and commercial cus. 
tomers. Operating costs should 
continue under relatively good 
control, with fuel adjustment 
clauses and the greater efficiency 
of new generating equipment 
cushioning the impact of rising 
fuel costs. Additionally, wage in- 
creases should be relatively mode. 
rate under the wage control sys- 
tem. 


Higher Earnings Seen 


As a consequence, earnings too 
should tend higher in 1952 since 
EPT liability is negligible and 
savings from repeal of the electric 
energy tax will go far towards 
offsetting heavier income taxes. 
And with higher earnings in pros- 
pect, dividends are well secured. 
In some cases payments may be 
liberalized to attract equity capi- 
tal to carry on construction pro- 
grams. 

The gas utilities, too, have been 
doing well and should continue so 
under the influence of the rapid 
extension of natural gas trans 
mission lines to new markets 
which tends to limit gradually the 
geographic scope of manufactured 
gas companies. However, the lat- 
ter in recent years have received 
liberal rate increases to offset 
spiraling costs and further sav- 
ings are possible through utiliza- 
tion of natural gas. 

Generally, the tremendous de-| 
mand for gas services that has 
existed since the end of the war 
still continues. Revenues from 
sales last year for the first time 
passed the $2 billion mark and 4 
record number of customers was} 


(Please turn to page 422) 
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@ HOLLAND FURNACE COMPANY was one of the earliest to blaze 





the trail for warm air heating, which today is accepted as the normal 
way of heating the nation’s homes. This role of pioneer has persisted 
throughout Holland’s history, with more firsts to its credit than can 
be found anywhere else in the heating industry. 


@ HOLLAND FURNACE COMPANY has always dealt direct with the 
home, guaranteeing its products and heating results, and meeting the 
full responsibility for customer satisfaction. It is the only manufac- 
turer in the heating industry which is set up nationally, through 
upwards of 600 direct factory branches, to directly perform and 


guarantee its installations and services. 


@ HOLLAND FURNACE COMPANY has some 14,000,000 customers 
to point to as the criterion of its success. Across the length and breadth 
of the land, it is customary for people, when they think of heating, to 


~ think of Holland. 


HOLLAND FURNACE COMPANY 


HOLLAND, MICHIGAN 


WORLD‘S LARGEST INSTALLERS OF FURNACES 
MAKING WARM FRIENDS SINCE 1903. 








1932 
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Any Questions? 


O.K., our neck is out. We don’t know all 
the answers on stocks and bonds — and 
don’t pretend to. 

But we’ve always felt that the more people 
know about the stock market and invest- 
ing, the better it is for them, for us, and 
the whole country, too. 

That’s why we'll try to answer any ques- 
tions you may have about our business... 
That’s why we’ve repeatedly published an 
advertisement called “What Everybody 
Ought to Know About This Stock and 
Bond Business.” 

In it we answer the most common ques- 
tions we get asked . . . cover everything 
from what stocks are and why you should 
buy them, to how much they cost, why 
prices change, and what dividends they pay. 
If you’d like a free copy of “What Every- 
body Ought to Know About This Stock 
and Bond Business” in pamphlet form— 
just ask for it. 

Or if you’ve got any questions of your 
own—about the business in general, about 
particular securities, or about your own 
investments—just ask those, too. 

We'll do our best to answer them without 
charge of any kind. Simply write— 


Department SF-I 
MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 












:| THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 








the following regular quarterly dividend: 
Common Stock 
No. 70, 20¢ per share 
payable on February 15, 1952, to holders of 
record at close of business January 19, 1952. 
Dare Parker 
January 3, 1952 . Secretary 











Which Industries Offer 
Best Prospects for 1952? 





(Continued from page 420) 


added to gas utility lines. Nearly 
$114, billion was allocated by gas 
utilities for new plant and equip- 
ment in 1951. 

With the natural gas industry 
continuing its spectacular growth, 
sales and revenues of transmis- 
sion companies are expected to 
score new highs over the coming 
months. Profits also should trend 
upwards, with expanding revenue 
providing a good offset against 
rising gas costs and taxes. Addi- 
tionally, higher tax rates will be 
lessened by the sizeable tax credits 
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available to the industry while 
EPT liability generally is minor. 
Dividends may be liberalized in 
some instances, despite new capi- 
tal needs for construction pro- 
grams, when the 1951 construc- 
tion program begins to show a 
return. 


Utility stocks are noted for 
their inherently strong defensive 
characteristics in periods of mar- 
ket uncertainty and thus have 
attracted a good deal of investor 
attention in recent months. Yields 
are attractive, and there are not- 
able growth potentials in natural 
gas utilities. 


MACHINE TOOLS—1951 was 
probably the best year for ma- 
chine tool makers since 1943, and 
1952 should be even better. The 
present picture is in marked con- 
trast to that prevailing several 
months ago when the industry 
was plagued with material and 
labor shortages, lagging profits 
and inadequate cooperation from 
Washington in efforts to solVe its 
problems. 


Much of this has changed. Re- 
lief was granted in pricing and in 
obtaining raw materials, and a 
special provision was added to in- 
clude in price formulae some extra 
costs entailed in subcontracting 
jobs. 


Manufacturing operations are 
now humming and nearly all com- 
panies will report gains in ship- 
ments ranging up to 125% over 
1950. While profits won’t match, 
they should better earlier industry 
hopes, and the outlook for 1952 is 
distinctly favorable. 

Though renegotiation is still to 
be reckoned with, machine tools 
are currently being shipped at an 
annual rate of $750 million. This 
compares with shipments of $241 
million in 1949 and about $305 
million in 1950, illustrating the 
marked improved which has oc- 
curred. It is further illustrated 
by the fact that unfilled orders 
recently were almost 21 times the 
demonstrated monthly production 
rate, slightly off from the high 
point of 23.5 times last Septem- 
ber. 


The latest reduction in incom- 
ing new orders is attributed pri- 
marily to a natural “lull” after 
the record ordering of recent 
months. Additionally a growing 
amount of new business is finding 
its way into the order books of 
foreign manufacturers, though in 
the aggregate this business is 
small 


Machine tools have been a prin- 
cipal bottleneck delaying sched- 
uled progress of the defense pro- 
gram but henceforth tool ship- 
ments will speed out of factories 
at a high rate. Deliveries in 1952 
are expected to double the $619 
billion figure estimated for 1951, 
bringing it close to the $1.3 billion 
peak established in 1942. 


While as in World War II peak 
years, the industry will be sub- 
ject to the ceiling tax rate, the 
continued sharp expansion in sales 
should push 1952 earnings higher 
despite the tax impact and some- 
what narrower profit margins due 
to growing limited-profit Govern- 
ment sales and subcontract oper- 
ations. In some instances also, 
accelerated amortization of new 
facilities will enlarge depreciation 
charges. Nevertheless, the outlook 
for the machine tool group is 


bright, both from a sales and | 


earnings standpoint, and _ high- 
level activity should continue well 
into next year. 


TIRES AND RUBBER — The 
rubber industry in the opinion of 
leading spokesmen will probably 
operate near capacity in 1952 to 
meet the heavy demand for civil- 
ian and defense products. Sales, it 
is estimated, should run about 6% 
ahead of the record-breaking 1951 
total of $5 billion, and total rub- 
ber consumption is estimated at 
1,336,000 tons, an increase of 8% 
over 1951. Of this total, about 
65% will be synthetic. 

As a result of the lifting of rub- 
ber allocations, the industry ex- 
pects to be able to produce at 
least 73 million passenger car 
tires during the coming year, or 
about six million more than in 
1951, but greater emphasis will be 
on replacement sales in view of 
production cutbacks in the auto- 
mobile industry. 

All of which adds up to an en- 
couraging picture, with indicated 
civilian tire sales of some 88 mil- 
lion or 5 million more than in 
1951, and continued strong de- 
mand for a wide range of mechan- 
ical rubber products. It also 
means that large profits can be 
expected in 1952 though they may 


not match the excellent 1951 re- | 


sults. Price controls on civilian 
lines, profit limitation on growing 
defense work and higher tax rates 
will be mainly responsible for 
somewhat lower profits but by all 
but the exceptional 1950-51 stand- 
ards they should still be excellent. 


(Please turn to page 424) 
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Neorly half of all the bottled 
beverages consumed in the nation 
ore seoled with Crown Bottle Caps. 











Hundreds of doiries seal their 
milk bottles with Crown's 
Dacro Metal Caps. 











Mony well known brands 
of gloss packed foods and 
household products de- 
pend on Crown for screw 
cops and other metal 
closures. 








Crown Can Company is a 
large supplier of tin cans 
for food and many other 
products. 










Cons for oil, paint, chemicals, 
beer, etc., are produced in 
forge volume by the Crown 
Con Company. Also the "'Spra- 
toiner,” the seamless propul- 
sion con for a large variety of 
products. 












Leading brands of cosmetics 
and toiletries are sealed 
with metal closures made by 
Crown and its subsidiaries. 








st 








Crown Cork Specialty 
Corp. sells Crown Two- 
Piece Mason Caps, Jars 
ond Jor Rings for home 
canning to the consumer 
morket. Also ‘“Freez- 
toiner,” the plastic con- 
tainer for deep freeze 
ond refrigerator food 
storage. 
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Manufacturers of products which find their way into the home 
must do everything possible to please the housewife. to give her the 
kind of product she wants. . packaged the way she likes it. And that 


is where CROWN comes into the picture. 


Crown offers manufacturers vast facilities and broad experience in 
the packaging and sealing of goods sold in bottles, jars and cans. A 
great number of businesses call on Crown to supply them with products 
that will give them better production . . 
packaged goods.. 


. positive protection for their 


. and consumer satisfaction. 


Crown supplies the caps that seal an impressive list of the leading 
brands of beverages, beer, food, cosmetics, drugs and any number of 
other household products. The Dacro metal cap made by this Company, 
is used by dairies from coast to coast. Crown’s Machinery Division pro- 
duces equipment that fills and caps soft drinks, beer, food products and 
milk that are sold in all parts of the U.S.A. 


Cans made by the Crown Can Company, a division of Crown, are 
used by many businesses who pack food, oil, paint, chemicals and a 
variety of other things. 

In times of national emergency the Company also engages exten- 
sively in defense work and is now using a substantial part of its 
machinery manufacturing facilities for this purpose. 

All of these activities point clearly to the fact that Crown has made 


a place for itself in the lives of millions of Americans . . . that Crown 


products are serving behind the scenes in a multitude of ways. 


CROWN CORK & SEAL COMPANY 


Originator of the Bottle Cap and 
World’s Largest Maker of Metal Closures 


BALTIMORE 3, MD. 






Subsidiaries: 
{—= CROWN CAN COMPANY, Philadelphia, Pa. 
oT: 


Fe 





CROWN CORK SPECIALTY CORP., St. Louis, Mo. 




















sll 
io 
Crown bottling machinery is used throughout rn) 
the world in the bottling of soft drinks, beer @ 
and milk. 
“lo 
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WESTERN CROWN CORK & SEAL CORP., San Francisco, Cal. 
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Here’s how the 1952 EDITION 
of the time-tested 








Babson’s 


INVESTORS ENVELOPE 4 





can help you select stocks for 


PROFIT—INCOME—APPRECIATION 


The stock market is no longer a one 
way street. Careful selection of securi- 
ties in 1952 is a must for alert investors 
who want to protect and improve their 
investment position. 


Babson’s Investors Envelope con- 
tains valuable information that can 
help inake your 1952 investing safer 
and more profitable. It’s our biggest 
value yet and includes: 


@ Babson's 1952 Forecast for 
STOCKS and BONDS 


4 Stocks for INCOME 

2 Stocks for APPRECIATION 
2 Low Priced Stocks under $20 
50 Stocks Babson's says to SELL 
1952 Budget for Family Income 


$20,000 Portfolio as recom- 
mended by BABSON 


@ Confidential Babson Bulletin on 
MOTION PICTURE STOCKS 


@ Copy of famous BABSONCHART 


SUPPLY LIMITED — ORDER NOW 
AVAILABLE AT COST—ONLY $2 


This offer is being made to acquaint investors 
with Babson’s Reports — the country’s oldest 
Investment Advisory Service. It is available 
for only $2 — which covers cost of printing and 
mailing. Act now — as demand will be heavy. 


SPECIAL BONUS FOR PROMPT REPLY 


Without extra cost Babson’s will include 
recent study on a Low Priced Growth Stock 
selling under $12. 


ACT NOW — MAIL $2 WITH THIS AD 
Write Dept. M-105 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 

















DIVIDEND NOTICE 


AMERICAN-MARIETTA 


c OMPAN Y 


The Board of Directors has declared the follow- 
ing quarterly dividends: 

33rd Consecutive Common Dividend 
A dividend of 50c per share on the Common 
Stock, payable February 1, 1952 to Stockholders 
of record January 18, 1952. 

33rd Concoentive Preferred Dividend 
Adividend of $1.25 per share on the Preferred 
Stock, payable February 1, 1952 to Stock- 
holders of record January 18, 1952. 

H. J. HEMINGWAY 

President 





PAINTS * CHEMICALS * METAL POWDERS 


ADHESIVES * RESINS + BUILDING PRODUCTS 
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Which Industries Offer Best 
Prospects for 1952? 





(Continued from page 422) 


Dividend rates especially should 
be amply covered, suggesting well 
maintained total disbursements. 

Factors on which the excellent 
tire sales outlook is predicated in- 
clude the record number of ve- 
hicles on the road, the fact that 
cars from the peak production 
year 1950 will be entering the 
replacement market, and the like- 
lihood that units hoarded in 1950 
should be worked off. Moreover, 
rising military requirements offer 
an offset to declining original 
equipment demand. The inventory 
situation on the whole is sound 
with stocks, while higher than 
early in 1951, still considerably 
below normal. 

Demand for mechanical rubber 
goods should be spurred by the 
high level of defense-stimulated 
industrial activity and combined 
sales should establish a new high. 
Government orders are on the in- 
crease which large demand antici- 
pated not only for tires but for 
rubber gasoline tanks and other 
products used in aircraft. Large- 
scale production is expected to 
continue on rubber treads for 
tank tracks. It all adds up to a 
busy year for the tire and rubber 
industry, and the rewards should 
be proportionate. 


RAILROADS — Although gross 
revenues of the nation’s railroads 
showed a further rise in 1951, re- 
flecting an increase in traffic vol- 
ume in the first half and slightly 
higher rates, the net was again 
disappointing and fell below that 
of 1950. Gross revenues last year 
exceeded $10 billion for the first 
time, a preliminary estimate plac- 
ing the total at $10.35 billion 
compared with $9.5 billion in 1950 
and a previous peak of $9.67 bil- 
lion in 1948. But net railway op- 
erating income fell from $973 
million in 1950 to some $903 mil- 
lion in 1951, while the rate of 
return dropped from 3.96% to 
3.54%. 

Nevertheless, the rails last year 
made all-time record expenditures 
for new equipment and far-reach- 
ing improvements which helped 
bring about further enlargement 
of carrying capacity and greater 
operating efficiency. As it is, they 
carried last year a near-record 
traffic of $643 billion ton-miles. 
Still 1951 net earnings may not 
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be much in excess of $600 million 
compared with $783 million in 


1950 when net was bolstered by | 
windfall mail pay income. 
While the railroads can look 
forward to further improvement 
as traffic volume is likely to bene- 
fit from stepped-up arms produc- 
tion, some existing problems will 
likely continue to remain a factor. 
Broadly speaking, these center on 
shortages of materials, rolling 
stock, and quite frequently - 
money. With the outbreak of the 
Korean war, the rails undertook 
to increase capacity and improve 
operations to keep pace with 
anticipated requirements. They 
ordered more than 200,000 
freight cars and over 5,000 units 
of new locomotive power but soon 
found their program stymied by 
allocations. On top of that, they 
were beset by wage disputes and 
strikes, actual wage hikes and 
lagging rate increases; hence 
1951 earnings fell considerably 
behind those of previous years. 
Moreover, after spending more 
than $1 billion a year on improve- 
ments, working capital positions 
have become tight and the need 
for further rate relief more ur- 
gent. Against this general back- 
ground, as well as a distinct mid- 
year lag in traffic, railroad shares 
found the going difficult market- 
wise. Though the earnings picture 
is by no means bleak and divi- 
dends in the aggregate are well 
above 1950 levels, it will probably 
require a distinct earnings im- 
provement to provide a stimulus 
for any marked rebound in rail- 
road share prices. A favorable 
rate decision in the case now 
pending could do the trick but this 
also raises the question whether 
in the long run, a pyramided rate 
structure will not prove a funda- 
mental disadvantage that may re- 
quire ultimate adjustment. 
Meanwhile the railroads enter 
1952 with a heavy backlog of over 
120,000 freightcars and more 
than 1,700 locomotives on or- 
der, representing commitments to 
spend over $1 billion. These along 
with the many other phases of 
self-improvement which the rails 
have undertaken, will require 
huge expenditures. On the other | 
hand, the industry is still faced | 
with a serious shortage of the ma- | 
terials and funds required for | 
continued expansion and improve- 
ment of facilities. One of the un- 
certainties is the future relation- 
ship between railroad rates and 
operating costs. Any improvement 
therein, as already stated, would | 
(Continued on page 426) 
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be a highly constructive develop- 
ment. Steadily rising costs repre- 
sent a serious problem which has 
markedly affected results during 
the final quarter of 1951. 

From a tax standpoint, the rail- 
roads continue to enjoy relative 
shelter from EPT although a 
minority of companies will feel 
the burden of this impost. But 
they cannot escape the effects of 
the new and higher surtax rates. 
As to dividends, payments have 
mounted appreciably in 1951 with 
most disbursement rates well pro- 
tected. Over the medium term, ag- 
gregate net income should hold in 
the neighborhood of 1951 levels 
and on this basis, dividends by 
and large should be secure. A fa- 
vorable rate decision were bound 
to increase the margin of safety 
and could give rail earnings a for- 
ward push. 


TELEVISION AND RADIO— 
The year 1951 for the television 
industry was a year of transition 


‘facturers’ will 


and probably the most difficult it 
will ever be called upon to face. 
Conditions this year promise to 
be different, with most of the 
changes for the better. Though 
production of TV sets will be limi- 
ted by metal shortages, this will 
probably be more than offset 
at the manufacturer level by 
greatly increased defense produc- 
tion. Chances are that industry 
billings in 1952 will exceed those 
of 1951, and with inventories in 
the hands of the trade rapidly di- 
minishing, a much healthier situ- 
ation should generally result. 
Dealers; distributors and manu- 
attain greater 
liquidity, the lack of which was 
quite disturbing during 1951. 

The outlook appears to be en- 
couraging enough to lead to con- 
viction in industry quarters that 
all TV and radio sets produced in 
1952 under the strict allocation 
program will find a ready market, 
a belief further strengthened by 
the fact that some new telecasting 
stations may be added during 
1952 if the Federal Communi- 
cations Commission lifts the 
“freeze” order in the near future. 
Such a possibility exists, and it 
would naturally result in a widen- 
ing market for TV_ receivers, 


though the real impact of lifting 

the “freeze” will be felt only after | 
production restrictions are re- 
moved and manufacturers are 
again free to produce. 

In the meantime, about half of 
the industry’s production volume 
is expected to be in defense prod- 
ucts, with a peak looming ahead 
when a bigger share of industry 
facilities will be claimed for the 
arms program. After that, it is 
expected that civilian production 
will again rise and arms produc- 
tion decline. At that point, the in- 
dustry should again begin to make 
rapid strides. 

Meanwhile what about 1952, 
more specifically? While exact 
production forecasts are naturally 
difficult in view of the unsettled | 
materials supply situation, indus- | 
try quarters anticipate TV set 
production of between four to five 
million units, plus something close 
to eleven million radio receiving 
sets. This would compare with 
about 5,250,000 TV sets and over 
1214 million radio receivers man- 
ufactured in 1951, pointing to not 
a too sharp, but still sizeable de- 
cline. 

As an offset, electronic produc- 
tion for defense is rapidly increas- 
ing with a new peak of $600 mil- 










1951 


ANNUAL 
DIVIDENDS 


AN UNBROKEN RECORD 


or Lheciende 
DLeclwcnd 


ABBOTT LABORATORIES 


CHICAGO, 


NORTH 


Pit UNOS 


Manufacturing Pharmaceutical Chemists since 1888 
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1929 Chicago Stock Exchange 


1937 New York Stock Exchange 
1949 San Francisco Stock Exchange 


1949 Midwest Stock Exchange 


3,739,814 Shares of Common Stock Outstanding © NO BONDED INDEBTEDNESS 
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lion anticipated for the first quar- 
ter, a quarterly level that should 
be maintained throughout the 
year. As an indication of what 
this will mean, compare this fig- 
ure with the dollar value of 1951 
TV and radio production which 
approximated $114 billion as 
against $1.7 billion in 1950. Mili- 
tary orders last year exceeded $1 
billion and this year should rise 
to almost $214 billion. While such 
business carries narrower profit 
margins, the very great volume 
should go far towards sustaining 
company earnings. 

As already indicated, there has 
been a marked improvement in 
the inventory situation, at one 
time decidedly burdensome. TV 
set. inventories, according to trade 
estimates, have dropped approxi- 
mately one million units since the 
abnormal sales slump last spring 
and are now estimated at only 114 
nfillion units compared with over 
214 million early in 1951. This 
would indicate that industry re- 
adjustment is pretty much com- 
pleted with prices, moreover, at 
an irreducible minimum. Produc- 
tion hit bottom last June and 
dragged along at a low level un- 
til late August when it turned 
sharply upward. Since then it 
once more levelled off at approxi- 
mately 400,000 sets a month, 
which is the industry’s capacity 
under present materials restric- 
tions. 


SULPHUR INDUSTRY — The 
world shortage of this vital ma- 
terial, which became pronounced 
as 1951 wore on, will become 
worse in 1952 as the arms pro- 
gram both here and abroad gains 
momentum. This is the viewpoint 
of one of the industry’s leading 
spokesmen, who holds that despite 
record production by the Amer- 
ican brimstone industry, the dis- 
covery of a large new deposit and 
projects to develop three others, 
any significant increase in the 
overall supply of sulphur is at 
least a year away. 

U. S. production of sulphur in 
all forms in 1951 totalled about 
6,200,000 long tons, compared 
with six million tons in 1950. 
While last year’s output was suf- 
ficient to fill domestic needs, it 
Was not enough to meet export 
demand as well. Distribution thus 
Is now under complete allocation 
and will probably remain so until 
the emergency passes. 

As to the longer term outlook, 
over 50 projects are being under- 
taken in 19 Free World countries 
which may add as much as three 
JANUARY 
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D steam station showing new 91,000 Kw. addition 


now under construction for completion this summer, which will 
give this station a name-plate rated capacity of over 200,000 Kw 


BUILDING AHEAD! 


Construction work . . . new power stations, 
additions to present stations, miles of trans- 
mission lines and distribution lines to serve 
new customers... . can be seen going up 
all over the Vepco System serving most of 
Virginia and parts of North Carolina and 
West Virginia . . . have been going up 
since the close of the war. Over this five- 
year period, 1946-51, Vepco has spent 
about $170,000,000 on additions to gen- 
erating and transmission facilities and dis- 
tribution lines to serve new customers. It 
has increased its generating capacity 75% 
and when present construction under way is 
completed in 1952, its generating capacity 
will be more than double that of 1946. 
During this same 5-year period— 
Operating revenues increased from 
$40,259,000 to over $69,000,000, or 
67%; 
The number of customers served in- 
creased from 374,565 to 546,000, or 
45%; 


The peak load increased from 455,- 


700 to 804,000 kilowatts, or 76%; 

Electric sales—thousands of kilowatt- 
hours—increased from 1,917,000 to 
3,460,000, or 80%; 

The average annual use per residen- 
tial customer increased from 1,452 to 
over 2,200 kilowatt-hours, or 52%. 

Why all this expansion and growth? Be- 
cause the Vepco service area, one time pre- 
dominantly agricultural, is today a widely 
diversified manufacturing area and the 
trend is toward industrial development more 
each year. Its people and institutions are 
conservative and Free-Enterprise minded. 
A temperate climate prevails here and a 
good supply of native labor is available. 
Being close to supplies of natural resources 
needed in manufacturing processes and 
with excellent transportation facilities—rail, 
water and truck—for shipping the finished 
products to the markets of the world, the 
Vepco service area is attracting more and 
more industries requiring more and more 
dependable power . . . for which Vepco 
builds ahead! 


VIRGINIA ELECTRIC AND POWER COMPANY 


million tons a year to production 
by 1954. Meanwhile the situation 
will remain rather tight. All of 
which puts our domestic sulphur 
industry in a rather favorable 
position. With demand no prob- 
lem, prices firm and costs rela- 
tively stable, aided by a low wage 
factor, the leading sulphur com- 
panies should continue to produce 
excellent results despite higher 
taxes. 


AIRCRAFT MANUFACTUR- 
ING—The aircraft industry dur- 
ing the past year was able to 





maintain a fairly booming busi- 
ness in commercial aircraft manu- 
facture despite the start towards 
mass production of war planes. 
This was possible because (1) 
there was no all-out war; (2) the 
country was in only limited mo- 
bilization; and (3) war plane 
output was lagging behind sched- 
ules. 

The most profitable business, of 
course, was in commercial air- 
eraft but net profits for 1951 
nevertheless have been falling be- 
hind those of 1950. Despite in- 

(Continued on page 429) 
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Koppers Co., Inc. has completed an agreement 
with Kaiser Steel Corp. which will integrate 
Kaiser’s tar-processing facilities in the Fontana, 
Calif. area under ownership of Koppers. Koppers 
has purchased 26 acres of the steel company’s 1,800 
acre site as well as tar processing equipment. Kaiser 
has signed a 20-year agreement to sell Koppers all 
tar produced in its chemical-recovery coke ovens 
during that period. The amount of Koppers’ invest- 
ment was not disclosed but as a result of the agree- 
ment, Koppers has decided to make an investment in 
the Fontana area three times that originally planned, 
and hopes to move the Kaiser processing equipment 
to the new site before the end of 1952 and, with the 
installation of additional facilities during that time, 
will be able to produce a full line of tar products. 


B. F. Goodrich Chemical Company has introduced 
a new technique that will boost production capacity 
of American synthetic rubber by 26 per cent and 
is being used at the world’s largest rubber plant at 
Institute, West Va. The new formula is the first to 
be applied to the production of “Hot”? American 
rubber, which is made at 122 degrees as contrasted 
with “cold” rubber made at 41 degrees. “Hot” rub- 
ber, which accounts for a substantial percentage of 
the current American rubber output, is in great 
demand for shoes, industrial materials, insulation 
and mechanical goods. The Institute plant, which 
has a rated capacity of 90,000 long tons a year, is 
currently producing rubber at the rate of 102,000 
long tons a year, more than 13 per cent over rated 
capacity. This plant, exclusively a “hot” rubber 
producer, was reactivated by B. F. Goodrich Chem- 
ical Company in approximately three months, and 
began production of man-made rubber in January 
1950. The company also operates a government plant 
at Port Neches, Texas, which has a rated capacity 
of 60,000 long tons of man-made rubber a year. This 
plant currently makes 75 per cent of its output by 
the cold process and will be a 100 per cent cold 
rubber producer by January, 1952. 


Pittsburgh Plate Glass Company has announced a 
revolutionary method of paint brush manufacture 
made possible through the use of the man-made 
taper in the scientifically designed bristle, ““Neoceta,” 
that has resulted in the development of a painting 
tool enabling consumers to apply wall paints faster, 
more efficiently and with less effort than any other 
painting tool yet developed. To be known as the 
“Fleet Wing Wall Coater,” the device utilizes a 
locked-in construction of specially engineered paint 
brush bristle accomplishing astonishing results. The 
coater offers additional paint-carrying facilities and 
a built-in paint reservoir not possible to obtain with 
ordinary hogs’ bristle. The new coater incorporates 
in one tool the qualities formerly found only in a 
combination of painting instruments. 
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Development of a new polyester laminating resin 
which will withstand temperatures as high as 500° 
F., was announced by the Naugatuck Chemical divi- 
sion, United States Rubber Company. The new resin 
is expected to find its most significant use as a 
structural material in the manufacture of high- 
speed aircraft and guided missiles. It is now being 
tested for this type of application at the Wright Air 
Development Center in Wright Field, Ohio. The 
new resin has physical and handling properties com- 
parable to other types of polyesters now available 
with the added benefit of high strength at high 
temperatures. Initially the resin will be available 
for military applications. However, Naugatuck 
Chemical is boosting production capacity in order to 
supply resin fabricators who require heat resistance 
for applications in the electrical, electronic, radio 
and television industries. 


Pennsylvania Salt Manufacturing Co. announced it 
will more than double production capacity for syn- 
thetic anhydrous ammonia at its Wyandotte, Mich., 
works at a cost of $2.2 million. Construction will 
begin early in 1952, and is scheduled for completion 
in 1953. The new facilities will be added to Pennsalt’s 
present ammonia plant at Wyandotte. The new unit 
will use the Casale process, a high-pressure system 
developed in Italy. Foster Wheeler Corp. will be the 
engineering constructors. Pennsalt synthesizes anhy- 
drous ammonia for refrigeration in food processing 
and other industries, for metal processing, for soil 
improvement, and for use in making other chemicals, 
including captive production of sal ammoniac at the 
Wyandotte plant. 


Krilium, a new synthetic organic chemical which 
is 100 to 1000 times more effective in improving soil 
structure than compost, manures or peat moss, has 
been developed by Monsanto Chemical Co. This 
development opens a new field for the Chemical 
industry. Krilium, is a synthetic polyelectrolyte. The 
product is a chemical soil conditioner which for the 
first time radically and immediately improves soil 
structure. It is not a fertilizer. Krilium is expected 
to have wide application as a soil conditioner in home 
gardens, truck farms and greenhouses. It also may 
be useful in commercial agriculture. In addition to 
its other advantages, the new conditioner is highly 
resistant to bacterial decomposition. Krilium is also 
an effective and economical agent in control of rain 
erosion problems created by major earth-moving 
construction projects, including highway and rail- 
way construction, housing projects and construction 
and maintenance of military installations. It shows 
promise in control of spot erosion problems in pro- 
ductive agricultural areas. The product is still in 
the development stage and will not be on the market 
in substantial quantities before 1953. 
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aircraft companies probably will 
have net earnings substantially 
less than the $83.5 million they 
chalked up in 1950. Their sales 
volume was around $2.5 billion 
compared with $1.8 billion the 
year before, with all the increase 
coming from orders placed before 
the Korean war broke out. Lower 
profits are due to EPT impacts, 
delivery delays caused by materi- 
als and machine tool shortages, 
strikes, rising wage rates, in- 
creased materials costs, and the 
mounting cost of training new em- 
ployees. 

Profit gains in the industry thus 
have been deferred until 1952 
when continued expansion should 
occur throughout the year. The 
military backlog is huge and out- 
put should exceed 1,500 planes a 
month by late 1952 unless unfore- 
seen conditions retard the pro- 
gram. This would compare with 
an estimated 1951 output of about 
4,500 planes. 

Heavy appropriations for air- 
craft already made, plus further 
expansion plans for the air force 
make it evident that a high level 
of activity in the aircraft manu- 
facturing industry will continue 
for several years to come and 
airplane builders and_ related 
manufacturers should benefit pro- 
portionately. While operating mar- 
gins will be narrow, the huge 
volume in prospect should assure 
adequate and rising profits despite 
renegotiation, particularly since 
heavy pre-production expenses on 
new projects should gradually 
subside. 
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agricultural machinery and have 
both reduced costs per acre and 
raised output. Improvement has 
not been limited solely to the new 
types of machinery but has also 
come about from the increased use 
of commercial fertilizer. New 
techniques in the use of fertilizer 
and the growing quantity applied 


each year have resulted in a sub- 


stantial increase in the amount of 
seed that can be planted per acre, 
and in greatly multiplied yields. 
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jections for 1952. 


priced stocks. 


| 
| 
| 
| e 25 Growth Stocks with quar- 
| 


terly follow-up. 


e * Starred Stocks recommend- 
ed for purchase at current prices. 






345 Hudson Street, New York 14, N.Y. 


fi 


4 Name Beet ed jean Ae 


0 





| 
City. 


| @ 14 Inflation-Hedge stocks to 
protect your capital savings. 


e A selection of 27 favored low- 


i STANDARD & POOR’S CORPORATION 








RECOMMENDS STOCKS FOR PROFIT 
AND INCOME UNDER A SEMI-WAR 
ECONOMY AND INFLATION 


WHAT’S AHEAD IN 1952? 


Over 30,000 wise investors received the 1951 Annual 
Forecast and used it asan important investment tool. 
Market foresight today may pay big returns in added 
profits or in the prevention of avoidable losses. This 1952 
Annual Forecast is without doubt the most important 
One over issued by Standard & Poor’s Corporation. 


e Will cover definite market pro- @ Standard & Poor’s Industry 


Stock Indexes. 

e Projection of most favorably 
situated industries. 

e High quality stocks for income 
return. 

e Long-term potentialities for 
stock prices. Forecasts and in- 
terpretations — opinions. 

e Important graphs, tables, 
charts. 


I enclose$1. Send me Standard & Poor’s Annual Forecast for 1952. Also send me, 
without additional cost, the next 3 issues of Poor’s Investment Advisory Survey, 
published by the largest statistical and investment advisory organization in the 
world—established 1860. (Offer open to New Readers of this Survey only.) 
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Without considering the small 
increase in the population of 
small towns in the rural sections, 
farm population is now about 
20% below that of 1940. This 
would be a very serious matter 
to a nation of almost 160 million 
that must feed and clothe itself 
and help many other regions of 
the earth, were it not for the fact 
that new methods of agricultural 
production have more than com- 
pensated for the loss in farm pop- 
ulation. Total estimated gross 
farm income in 1951 was 35 bil- 
lion. In 1940 it was only $11 bil- 
lion. Even allowing for the depre- 
ciation in the value of the dollar, 
the gain in agricultural produc- 
tion has been enormous, thanks to 
American technical ingenuity. 
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Korea rise from July 1950, into 
February, 1951, but lagged for 


1951 as a whole and still do at this 
writing. They include aircraft, 
liquor, railroads, rail equipment 
and steels. On the other hand, 
some groups did well in 1951 part- 
ly because they started the year at 
relatively low levels as a result of 
exaggerated fears, in the second 
half of 1950, of the adverse effects 
of the defense program upon them 
as regards volume, or supplies of 
materials available, or taxes. Ex- 
amples are tin-container stocks, 
finance companies and utilities. 
We look for even more pro- 
nounced market selectivity in 
1952 than was seen in 1951, with 
group preference differing mark- 
edly from those shown by the 
wider extremes in 1951 price 
movements and subject to consid- 
erable shifts as the year proceeds. 
Whether your portfolio at the end 
of the year is worth more or less 
than at present, or about the same, 
will depend more on the individual 
securities in it than on swings in 
(Continued on page 430) 
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DIVIDENDS 
FOR SALE! 


- . » but our brand new booklet about 
them is free. 

In it we've listed 638 common stocks 
that have paid dividends each year for at 
least 20 years .. . most of them for closer 
to 50—and some for more than a century! 

Naturally, these dividends vary . . . range 
from a little less than 1% all the way up 
to nearly 14%. But on the average, you 
could expect just about 6% on money in- 
vested in these securities at today’s prices 
and dividends. 

Of course, continuous dividends don’t 
mecessarily guarantee a good investment. 
But they do demonstrate the comparative 
strength of these 638 companies through 
war and peace, good times and bad. 

If you'd like this list of 638 stocks with 
recent prices and yields, just ask for our 
booklet called “DIVIDENDS.” 

And if you’d like our help in deciding 
which are the best in your situation, just 
ask for that, too. There’s no charge for 
either. Simply address— 


Department SF-2 
MERRILL LyNca, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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'CARBON 
BLACKS 


Carbon Blacks of quality 














— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 


BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
furnace blacks, which 
meet the most rigid re- 
quirements in the rubber, 
Paint, paper and ink in- 
dustries. 


UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 






[D CARBON COMPANY, INC 
CHARLESTON, 27.W VA 






In Canada: 
Canadian Industries, Ltd. 
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Greater Selectivity Ahead 
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average stock prices, in the ab- 
sence of a dynamic basis for 
either bull or bear market under 
presently foreseeable conditions. 
So far as general policy is con- 
cerned, you should continue to 
hold substantially invested posi- 
tions in good stocks, with reason- 
ably conservative reserves for 
future buying opportunities. 


—Monday, January 7. 





As I See It! 
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there when we want them. This 
question can well be asked as a 
result of our experience in Korea 
—and the excuses for lack of co- 
operation in Europe today. As 
though we did not shed our blood 
and pour out our treasure in full 
measure twice in two decades to 
prevent the light from being ex- 
tinguished on that continent. 

Again I repeat, we cannot buy 
friendship, for friendship thrives 
only on mutual interests, and our 
allies are beset by fears on the one 
hand and opportunism on the 
other. They know as well as we do 
that their liberties—their lives, de- 
pend on containing Russia, and 
yet they dawdle and take chances 
for the sake of some little advan- 
tage. They are actually just as un- 
realistic as we are despite their 
disdainful shrug of superiority, 
because their opportunism disor- 
ganizes and disunites. In fact, at 
a time when we should be present- 
ing firm and closed ranks in facing 
the Kremlin, they gamble with 
their country’s future. 


Consider the ridiculous aspect 
in the report that Europe will 
spend almost a billion dollars next 
year to import coal from America 
which they can produce them- 
selves, and when they need to buy 
so much else from us that they do 
not produce. This billion dollar 
item illustrates the unsound rela- 
tions that exist between ourselves 
and our allies today, a situation 
that clearly calls for clarification 
and readjustment. 

Therefore, if we are to regain 
the respect of the world we must 
first of all take a firm stand with 
our allies. The effect will be salu- 
tary as far as Russia is concerned. 
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Mr. Vishinsky will no longer stand 
up in the rostrum to mock and 
humiliate us, but will take notice 


and change his tactics. Russian | 


satellites will not again dare to 
demand ransom for the safe re- 


turn of American citizens, and the | 
Kremlin will hesitate before tak- | 


ing overt action against us. 


In a situation which ealls for ob- | 


jectivity, we should not permit the 
British to interfere in our foreign 
policy. Their genius for diplomacy 
reached its height in another age 
and their activities in this field 
during the past two decades under 
both Tory and Labor Governments 
have been disastrous. 

Let us honor Mr. Churchill who 
is a great man and a great patriot 
dedicated to the restoration of the 
power of Great Britain, and his 
approach to world problems is 
from that angle entirely. His 
views lack objectivity, as has been 
clearly shown in his attitude 
toward formation of the United 
States of Europe. 


There is no reason why we 
should behave as though we were 
unseasoned and devoid of good 
judgment in the conduct of world 
affairs. We proved our mettle and 
the quality of leadership we were 
capable of during World War II. 

Since then the United States 
has set in motion a great move- 
ment for the well-being of the 
world but we lack realization of 
our accomplishment although peo- 
ple everywhere are aroused and 
eager to accept this goal of a bet- 
ter life. Our achievement will de- 
pend on how well we implement 
and rationalize this dream in 
which we should act as mission- 
aries ... working side-by-side with 
the nations of the world, each do- 
ing their share. Only in this way 
can we produce the whole hearted 
interest, which brings loyalty, and 
growing enthusiasm as the bene- 
fits accrue. Handouts are a poor 
substitute. They create only envy 
and hatred. 

We have the power and the 
strength to solve our. problems 
and to assist the world, if we use 





it to move the peoples everywhere | 


through greater self-help, toward 
a goal of individual freedom and 
prosperity with honor. But it calls 
for better leadership than we 
have today. We have the oppor- 
tunity to effect the necessary 
change this year, and we must do 
so if we are to build well enough 
to assure the kind of peace that 
will usher in a better day for all 
men. That is our mission, and we 
must accept the challenge. 
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YOUR PROGRAM FOR INCREASED 
PROFIT AND INCOME IN 1952 


All of us must expect 1952 to be a year of change 
and revision —in defense versus civilian production, 
in politics, in taxes, in our economy. For the investor 
all these developments boil down to the simple prob- 
lem “what and when should I buy — when should I 
take profits and reinvest —for income of 6% and 
more plus strong capital growth in 1952?” 


That is the problem THE INVESTMENT AND 
BUSINESS FORECAST is designed to solve for you 
now and throughout the year ahead by specific 
unhedged recommendations. 


EXCELLENT OPPORTUNITIES IN 1952 

Our analysts have been carefully studying the position 
and prospects of the corporations which seem best 
situated in the coming year — candidates for higher 
earnings — large dividend disbursements — profitable 
market action. But selection will be only one step. 
The strategic timing of each purchase and each sale 
will be a consideration of paramount importance 
which we will keep in mind throughout the year in 
serving you. 


“Thank you for your valuable and helpful advice.” 


Appreciative comments such as the above received 
December 6th, 1951, from school superintendent in 
California illustrates the satisfaction of an investor 
who has been with us since 1944. We are confident 
that our record in 1952 will continue to earn for us 
such comments of enthusiasm on results achieved. 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolio on a 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 

Business Service ... Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 
Washington Letter . . . “Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 


Enroll now — to secure our special recommendations 
for BETTER-THAN-AVERAGE PROFITS, and con- 
tinuing advice telling you exactly when and what to 
buy so that you may derive the utmost gain and in- 
come. AND, if you will send us full data on your pres- 
ent holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 


February 12th. Mail the coupon below ... today. 
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WYWlal Coupon \ FREE SERVICE TO FEBRUARY 1200 f= — — — — — — - 
i 1/12 | 
Joday. / { THE INVESTMENT AND BUSINESS FORECAST 
° i of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. j 
a ! I enclose [) $60 for 6 months’ subscription; [] $100 for a year’s subscription. | 
Special Offer I (Service to start at once but date from February 12, 1952) " 
MONTHS’ 1 SPECIAL MAIL SERVICE ON BULLETINS ] 
5 SERVICE $60 | Air Mail: [) $1.00 six months; [) $2.00 00 Telegraph me collect in anticipation of | 
i one year in U. S. an ada. important market turning points...when 
Special Delivery: [) $4.00 six months to buy and when to sell...when to ex- i 
MONTHS’ | () $8.00 one year. pand or contract my position. " 
12 ~~ service $100 Frente nineties. 4 
Complete service will start at | TEOMA hoe a see See I a A A ee ee 
_— but date from February 12. | City......... State....... ene | 
Subser iptions to The Forecast i Your subscription shall not be assigned at List up to 12 of 1 an  seourision to oa 
are deductible for tax purposes. g «aw time without your initial and ¥ 
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S an alert investor, it is natural, to check 
your investments at the start of the new 
year, with an eye to strengthening the income 
and profit possibilities of your account and its 
intrinsic quality—in line with prospects for 
1952. 

This is particularly important today, be- 
cause of the mixed outlook for corporate 
income and dividends under new taxes and 
tremendous defense spending. In addition, 
1952, should prove a highly eventful presi- 
dential election year, making it doubly vital 
to your interests that you follow a sound and 
resourceful investment policy. 


There will be high rewards for discriminat- 
ing judgment—great opportunities for new in- 
vestments, too—regardless of taxation—as our 
swiftly paced economy moves into high gear 
under the impetus of rearmament. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present—-NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 


Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 
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FOR A PROFITABLE 1952....RE-APPRAISE 
YOUR SECURITY HOLDINGS NOW! 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street New York 4, N. Y. 


432 THE MAGAZINE OF WALL STREET 





- American - Standard 


AMERICAN RADIATOR & STANDARD 


CORPORATION 


BOX 1226. PITTSBURGH 30. 











Your nicest textiles—as well as vitamins, headache remedies, plastic garden hose, 


or welding on your car—may stem from this versatile gas 


FORTY YEARS AGO acetylene gas made from calcium 
carbide was used for home and street lighting. and was in 
common use for bicycle and automobile lights. Though 
these old lights have long since gone out. acetvlene has 


gone on to chemical greatness, 


IN CHEMICALS —Today, acetylene is the parent of hun- 
dreds of chemicals and chemical products used to make 
plastics. insect sprays, vitamins, aspirin, sulfa drugs and 
many other things. 

Acetylene is the source of some of the basic chemicals 
in dynel, the new wonder textile fiber. It also goes into 
the Vinylite plastics used in beautiful home furnishing ma- 
terials, protective coatings. and a host of other products. 


IN METAL FORMING-— In the production and use of 
metals, acetylene teamed up with oxygen has revolution- 
ized many industries. From mines-to-mills-to-manufacturer. 





PREsT-O-LITE Acetylene + 
SYNTHETIC ORGANIC CHEMICALS * 


PyROFAX Gas « HAYNES STELLITE Alloys «+ 


UCC’s Trade-marked Products of Alloys, Carbons, Chemicals, Gases. and Plastics include 


NATIONAL Carbons « 


ELECTROMET Alloys and Metals + 


vou will find oxy-acetylene cutting. welding and metal 


; ere 
conditioning, 


50 YEARS OF PROGRESS —The people of Union Car- 
hide have produced acetylene for over half a century. 
Through continuous research they have made many re- 
markable acetylene discoveries important in the lives of 
all of us. 


FREE: Learn more about the interesting things you use 
every day. W rite for the illustrated booklet ** Products 
and Processes” which tells how science and industry 
use the ALLOYS, CARBONS, CHEMICALS, GASES, 
and PLASTICS made by Union Carbide. Ask for 
booklet O. 


Union CaRBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET UCC NEW YORK 17, N. ¥. 





LINDE Oxygen »¢ PRESTONE and TREK Anti-Freezes * BAKELITE, KRENE, and VINYLITE Plastics 


ACHESON Electrodes 


EVEREADY Flashlights and Batteries 





metal 


Car- 


tury. 





